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Abstract
,Q WKH8QLWHG 6WDWHV WKH SDVW WZHQW\ \HDUV KDYH EHHQPDUNHG E\ VLJQLILFDQW
UHVWUXFWXULQJ RI ERWK ILQDQFLDO DQG SK\VLFDO FRUSRUDWH DVVHWV GHVLJQHG WR
VWUHQJWKHQ ILUPV¶ UHODWLYHPDUNHW SRVLWLRQ HLWKHU YROXQWDULO\ RU LQ UHVSRQVH WR
WKHWKUHDWRIWDNHRYHU)LUPVKDYHDOVRUHVWUXFWXUHGZRUNV\VWHPVLQDQHIIRUW
WR LPSURYH SURGXFWLRQ HIILFLHQF\ SURGXFW TXDOLW\ DQG IOH[LELOLW\:KLOHPRVW





LQWHUQDO DQG H[WHUQDO 8VLQJ WKH SURGXFWLYH V\VWHPV DSSURDFK RXU VWXG\
H[DPLQHV WKH LQWHUUHODWLRQVKLS EHWZHHQ ‡FUHDWLYH· ZRUN V\VWHPV DQG
‡GHVWUXFWLYH· PDUNHWV XVLQJ D VDPSOH RI 86 PDQXIDFWXULQJ ILUPV LQ WKH
PHWDOZRUNLQJMHWHQJLQHSURGXFWLRQDQGVWHHOSURFHVVLQJLQGXVWULHV
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’XULQJ WKH SDVW WKUHH GHFDGHV LQVSLUHG E\ WKH VXFFHVV RI -DSDQHVH




DSSURSULDWH OHYHO LQ WKH RUJDQL]DWLRQ 7KH\ DOVR W\SLFDOO\ LQYROYH
VRPH FRPELQDWLRQ RI KLHUDUFK\ FRPSUHVVLRQ WHDPZRUNLQJ
FRQWLQXRXV LPSURYHPHQW DQG WUDLQLQJ ,Q H[FKDQJH IRU DFFHSWLQJ
JUHDWHUUHVSRQVLELOLW\IRUSURGXFWLRQDQGRXWSXWHPSOR\HHVDUHRIWHQ
JLYHQHPSOR\PHQWVHFXULW\ZKLOHDSURSRUWLRQRI WKHLU UHPXQHUDWLRQ
LV OLQNHG WR SHUIRUPDQFH WKURXJK VXFK DUUDQJHPHQWV DV SURGXFWLRQ
ERQXVHV DQG JDLQ RU SURILW VKDULQJ VFKHPHV $OWKRXJKPRVW VWXGLHV
ILQG WKDW WKHVH QHZ ZRUNSODFH WHFKQLTXHV JHQHUDWH VXEVWDQWLYH
SURGXFWLYLW\DQGTXDOLW\JDLQVIRUPDQXIDFWXUHUV LPSOHPHQWLQJ WKHP
DQG ILQDQFLDO UHVXOWV WKDW DUH DW OHDVW HTXDO LI QRW VXSHULRU WR WKRVH
DVVRFLDWHGZLWKPRUH WUDGLWLRQDOZRUNV\VWHPV LQ WKH86 WKH\KDYH
KHUHWRIRUH SURYHQ GLIILFXOW WR PDLQWDLQ ’LIIXVLRQ LV UHODWLYHO\ VORZ
DQGQRWH[WHQVLYHDQGWKHPHGLXPDQGORQJUXQVXUYLYDORIHYHQWKH
PRVW SURPLVLQJ QHZ ZRUNSODFH WHFKQLTXHV LV IDU IURP JXDUDQWHHG
8VLQJ FDVH VWXGLHV RI WKUHH$PHULFDQPDQXIDFWXULQJ ILUPV†LQ VWHHO
SURFHVVLQJPHWDOZRUNLQJ DQG DLUFUDIW HQJLQHV†RXU VWXG\ H[DPLQHV
WKLV LVVXHDQG LWV LPSOLFDWLRQVIRU ILUPVDWWHPSWLQJ WR LPSOHPHQWDQG
PDLQWDLQFRRSHUDWLYHZRUNV\VWHPVLQXQUHJXODWHGPDUNHWV
7KHIUDJLOLW\RIWKHVH‡FUHDWLYH·ZRUNV\VWHPVLVGXHLQSDUWWRWKHIDFW
WKDW ZKDW FRQVWLWXWHV D WUXO\ FRRSHUDWLYH V\VWHP KDV \HW WR EH
GHYHORSHG LQ WKH 86 ,W LV DOVR GXH WR SUHVVXUHV IURP WKH H[WHUQDO
HQYLURQPHQW WKDW PXVW EH UHVROYHG ZLWKLQ WKH SURGXFWLYH V\VWHP
7KHVH LQFOXGH VWUHVVHV IURP ‡GHVWUXFWLYH· ILQDQFLDO DQG SURGXFW
PDUNHW UHTXLUHPHQWV DV ZHOO DV LQWHUQDO LQVWLWXWLRQDO YXOQHUDELOLWLHV
DQGZHDNQHVVHVLQWKHZRUNV\VWHPH[SHULPHQWVWKHPVHOYHV%HFDXVH
FUHDWLYHZRUNV\VWHPVDUHH[SHQVLYHWRLPSOHPHQWDQGPDLQWDLQWKH\
UHTXLUHD ORQJ WHUPFRPPLWPHQW WRSURGXFWLRQ UHODWLRQVKLSV LQRUGHU
WR HQVXUH VXIILFLHQW WLPH WR UHFRYHU VKRUW UXQ FRVWV DQG WR JHQHUDWH
ORQJWHUPSHUIRUPDQFHEHQHILWV7KH\DUHWKXVSDUWLFXODUO\YXOQHUDEOH





0DLQVWUHDP HFRQRPLF WKHRU\ SURYLGHV OLWWOH KHOS LQ XQGHUVWDQGLQJ
WKHVH WUHQGV RU WKH SURFHVV DQG RXWFRPHV DVVRFLDWHG ZLWK FRUSRUDWH
UHVWUXFWXULQJRIZKLFKWKH\DUHDSDUW7KLV LV LQODUJHSDUWGXHWRLWV
RYHUZKHOPLQJ FRQFHUQ ZLWK GHYHORSLQJ D WKHRU\ RI YDOXH DQG
H[FKDQJH UDWKHU WKDQ D WKHRU\ RI SURGXFWLRQ E\ ZKLFK YDOXH LV
FUHDWHGDQGGLVWULEXWLRQ7KHQHRFODVVLFDOWKHRU\RISURGXFWLRQYLHZV
ODERXUDQGFDSLWDODVVXEVWLWXWHVLQSURGXFWLRQLJQRULQJWKHLQKHUHQWO\
FRRSHUDWLYH QDWXUH RI SURGXFWLRQ UHODWLRQVKLSV 7KH RYHUZKHOPLQJ
SRSXODULW\ RI WKH WKHRU\ RI VKDUHKROGHU YDOXH LQ GHEDWHV DERXW
FRUSRUDWHJRYHUQDQFHUHLQIRUFHVWKHSUREOHP7KLVWKHRU\DVVHUWVWKDW
WKH VWRFN PDUNHW RSHUDWHV DV DQ HIILFLHQW PDUNHW IRU PDQDJHULDO




ULJKW WR WKH UHVLGXDO LQFRPH JHQHUDWHG E\ WKH ILUP ,QFUHDVHV LQ
VKDUHKROGHUYDOXHWKXVUHSUHVHQWLQFUHDVHVLQHIILFLHQF\%HFDXVHERWK
WKHILUPDQGWKHHFRQRPLFV\VWHPDVDZKROHDUHDVVXPHGWREHQHILW
ZKHQ VKDUHKROGHUV¶ LQWHUHVWV DUH SXUVXHG WKLV WKHRU\ DUJXHV WKDW
FRUSRUDWLRQVVKRXOGEHUXQLQWKHLQWHUHVWVRIWKHLUVKDUHKROGHUV
’HVSLWH WKHVH DVVXPSWLRQV DQG FODLPV QHRFODVVLFDO HFRQRPLF WKHRU\




GHYHORSPHQWV+LVPRGHO IRFXVHV RQ WKH G\QDPLF SURFHVV E\ZKLFK
SURGXFWLYHUHVRXUFHVDUHGHYHORSHGDQGXWLOL]HGWRFUHDWHYDOXHDQGWR
LQQRYDWH %HFDXVH ODERU DQG FDSLWDO DUH FRPSOHPHQWV LQ SURGXFWLRQ
DQG EHFDXVH WKH HFRQRP\ DV D ZKROH EHQHILWV ZKHQ LWV FRQVWLWXHQW
ILUPVDUHKHDOWK\DQGSURGXFWLYHFRRSHUDWLRQERWKZLWKLQDQGDPRQJ
SURGXFWLYH V\VWHPV LV WKH NH\ WR HIIHFWLYH SHUIRUPDQFH DW ERWK WKH
PLFURDQGPDFUROHYHOVRIDQDO\VLV,QVWLWXWLRQVSOD\DFULWLFDOUROHLQ
VKDSLQJ ERWK SURGXFWLYH V\VWHP UHODWLRQVKLSV WHFKQLFDO DQG VRFLDO
DQG GLVWULEXWLRQ DQG LQWHUDFWLRQV DPRQJ SURGXFWLYH V\VWHPV DQG
SURGXFWLYHDJHQWVLQWKLVFRQWH[WDUHLPSRUWDQWEHFDXVHWKHLUVWUDWHJLF
FKRLFHVUHVSRQVHVDQGFRXQWHUUHVSRQVHVKHOSWRVKDSHEHKDYLRUDQG
RXWFRPHV DV WKH V\VWHP HYROYHV RYHU WLPH 8VLQJ WKH SURGXFWLYH
V\VWHPVDSSURDFKRXUVWXG\H[DPLQHV WKH LQWHUUHODWLRQVKLSEHWZHHQ
FRRSHUDWLYH RU ‡FUHDWLYH· ZRUN V\VWHPV DQG XQUHJXODWHG RU
‡GHVWUXFWLYH·PDUNHWV XVLQJD VDPSOHRI86PDQXIDFWXULQJ ILUPV LQ
WKH PHWDOZRUNLQJ MHW HQJLQH SURGXFWLRQ DQG VWHHO SURFHVVLQJ
LQGXVWULHV
6HFWLRQRQHUHYLHZVWKHRULHVRIWKHILUPZRUNV\VWHPVDQGFRUSRUDWH
UHVWUXFWXULQJ ,W H[DPLQHV WKH UHVSHFWLYH UROHV RI DQG UHODWLRQVKLSV
DPRQJ SURGXFW PDUNHWV ILQDQFLDO DQG VWRFN PDUNHWV DQG ZRUN
V\VWHPVWKHHIIHFWRIFUHDWLYHZRUNV\VWHPVRQSHUIRUPDQFHDQGWKH
GLIILFXOWLHV H[SHULHQFHGE\ WKHVHZRUN V\VWHPV LQ WKH FRQWH[W RI WKH
XQUHJXODWHG $PHULFDQ HFRQRPLF DQG LQGXVWULDO V\VWHP ,W DOVR
GHPRQVWUDWHVWKHLQDELOLW\RIQHRFODVVLFDOHFRQRPLFWKHRU\WRH[SODLQ







WR WKLVSURFHVV WKH VRXUFHVRIERWK VWUHQJWK DQGYXOQHUDELOLW\ LQ WKH
ZRUN V\VWHP DQG WKH ILUPV¶ DSSURDFKHV WR PDLQWDLQLQJ WKH ZRUN
V\VWHP LQ WKH IDFH RI LQWHQVLI\LQJ FRPSHWLWLYH DQG WHFKQRORJLFDO
SUHVVXUHV 6HFWLRQ IRXU GUDZV FRQFOXVLRQV IURP WKH SUHYLRXV
GLVFXVVLRQ DQG KLJKOLJKWV WKH LPSOLFDWLRQV WKDW HPHUJH IURP WKH
DQDO\VLV
7KH)LUP:RUN6\VWHPVDQG&RUSRUDWH5HVWUXFWXULQJ
,Q WKH 8QLWHG 6WDWHV WKH SDVW WZHQW\ \HDUV KDYH EHHQ PDUNHG E\
VLJQLILFDQW UHVWUXFWXULQJ RI ERWK SK\VLFDO DQG ILQDQFLDO FRUSRUDWH
DVVHWV ,Q WKH IDFH RI LQWHQVLI\LQJ GRPHVWLF DQG LQWHUQDWLRQDO
FRPSHWLWLRQ ILUPV KDYH UHVWUXFWXUHG ZRUN V\VWHPV LQ DQ HIIRUW WR
LPSURYH SURGXFWLRQ HIILFLHQF\ SURGXFW TXDOLW\ DQG IOH[LELOLW\ 7KH\
KDYH DOVR HQJDJHG LQ ILQDQFLDO DQG VWRFN PDUNHW UHVWUXFWXULQJ
GHVLJQHG WRVWUHQJWKHQ WKHLU UHODWLYHSRVLWLRQ LQ WKHVHPDUNHWVHLWKHU
YROXQWDULO\ RU LQ UHVSRQVH WR WKH WKUHDW RI WDNHRYHU %RWK DUHDV RI
UHVWUXFWXULQJKDYHJHQHUDWHGFKDQJHVLQFRUSRUDWHJRYHUQDQFHRUWKH




)RU WKH SDVW WZR GHFDGHV PDQDJHPHQW DQG LQGXVWULDO UHODWLRQV
UHVHDUFKHUV DQG SUDFWLWLRQHUV KDYH DQDO\VHG DQG GHEDWHG WKH UHODWLYH




V\VWHPV W\SLFDOO\ LQYROYH IODWWHQLQJ PDQDJHULDO KLHUDUFKLHV DQG
DVVLJQLQJUHVSRQVLELOLW\IRUWKHSURGXFWLRQSURFHVVDQGRXWSXWWRIURQW
OLQH ZRUNHUV &RQWLQXRXV WUDLQLQJ LQYROYHPHQW LQ GHFLVLRQPDNLQJ
ERWKRQDQGRIIOLQHWHDPZRUNDQGFRQWLQXRXVLPSURYHPHQWHIIRUWV
DUH FKDUDFWHULVWLFV RI WKHVH ZRUN V\VWHPV DQG LQ H[FKDQJH IRU
DFFHSWLQJJUHDWHUUHVSRQVLELOLW\IRUSURGXFWLRQHIILFLHQF\DQGSURGXFW
TXDOLW\ ZRUNHUV DUH XVXDOO\ JXDUDQWHHG HPSOR\PHQW VHFXULW\ DQG D
VKDUHLQWKHYDOXHWKH\DUHFRQWULEXWLQJWKURXJKSDUWLFLSDWLRQLQERQXV
JDLQRUSURILWVKDULQJVFKHPHV
0RVW VWXGLHV ILQG WKDW FUHDWLYH ZRUN V\VWHPV LPSURYH SURGXFWLRQ
HIILFLHQF\SURGXFWLYLW\DQGTXDOLW\DQGWKDWWKHLUILQDQFLDOUHWXUQVDUH
HTXDO RU VXSHULRU WR WKRVH DVVRFLDWHG ZLWK PRUH WUDGLWLRQDO ZRUN
V\VWHPV+RZHYHUGHVSLWHWKLVHYLGHQFHRIWKHLUHIIHFWLYHQHVVILUPV
KDYH VWUXJJOHG WR PDLQWDLQ WKHVH ZRUN V\VWHPV LQ WKH 86 FRQWH[W
(YHQWKRVHILUPVWKDWKDYHVXFFHVVIXOO\LPSOHPHQWHGDQGPDLQWDLQHG
FUHDWLYH V\VWHPV RYHU WKH VKRUW DQG HYHQ PHGLXPWHUP ILQG WKDW
VXVWDLQLQJWKHPRYHUWKHORQJWHUPLVGLIILFXOWLIQRWLPSRVVLEOH
7KHIUDJLOLW\RIFUHDWLYHZRUNV\VWHPVRIWHQVWHPVIURPFKDUDFWHULVWLFV
RI WKH ZRUN V\VWHP H[SHULPHQWV WKHPVHOYHV LQ FRPELQDWLRQ ZLWK
EURDGHU SUHVVXUHV IURP WKH $PHULFDQ LQVWLWXWLRQDO DQG HFRQRPLF
HQYLURQPHQW$OWKRXJKWKHEHVWSHUIRUPDQFHRXWFRPHVDUHDVVRFLDWHG
ZLWK FUHDWLYH ZRUN V\VWHPV WKDW IRUP D FRKHUHQW ZKROH PRVW
$PHULFDQZRUN V\VWHP LQQRYDWLRQV WHQG WR EH LPSRVHG IURP DERYH
H[SHULPHQWDOLQQDWXUHDQGDGRSWHGLQDSLHFHPHDOIDVKLRQ(IIRUWVWR
LPSRVH ZRUNSODFH FKDQJHV IURP DERYH JHQHUDWH RSSRVLWLRQ IURP
PLGGOH PDQDJHUV XQLRQ UHSUHVHQWDWLYHV DQG ZRUNHUV XQGHUPLQLQJ
WKHLU HIIHFWLYHQHVV 7KH UHODWLYH LQVWDELOLW\ LQ $PHULFDQ WRS
PDQDJHPHQW LV DOVR D FRPSOLFDWLRQ %HFDXVH RI WKH LPSRUWDQFH RI
VWDEOH DQG VXSSRUWLYH FRPPLWPHQW IURP WRS PDQDJHPHQW FUHDWLYH
ZRUN V\VWHPV DUH SDUWLFXODUO\ YXOQHUDEOH WR UHVXOWLQJ FKDQJHV LQ
PDQDJHPHQW SROLF\ WKDW DFFRPSDQ\ DOWHUDWLRQV LQ PDQDJHPHQW
SHUVRQQHO DQG RZQHUVKLS VKLIWV 7KH UHODWLYHO\ ORZ DQG GHFOLQLQJ
XQLRQSUHVHQFHLQ$PHULFDQZRUNSODFHVLVDQRWKHULPSHGLPHQWWRWKH
OLNHOLKRRG WKDWZRUN V\VWHPFKDQJHVZLOO HQGXUH0DQ\ VWXGLHV ILQG
WKDW XQLRQ LQYROYHPHQW KDV D VWURQJ SRVLWLYH LQIOXHQFH RQ WKH




YDFXXP WKH ILUP¶V EURDGHU LQVWLWXWLRQDO HQYLURQPHQW SURIRXQGO\
DIIHFWV WKH SURFHVV )LQDQFLDO SURGXFW DQG ODERXU PDUNHWV SOD\ D
VLJQLILFDQW UROH LQ HLWKHU VKDSLQJ DQG HQFRXUDJLQJ RU GLVFRXUDJLQJ
UHIRUP LQWHUQDO WR WKH ILUP 7KH ZHDN 86 LQVWLWXWLRQDO HQYLURQPHQW
PHDQV WKDW ILUPV PXVW LQGHSHQGHQWO\ LPSOHPHQW DQG VXVWDLQ ZRUN
V\VWHP LQQRYDWLRQV %HFDXVH FUHDWLYH ZRUN V\VWHPV LQYROYH KLJK
VKRUWUXQFRVWVWKH\DUHGLIILFXOWIRUPDQ\ILUPVWRDIIRUGSDUWLFXODUO\
LQWKHIDFHRIFRPSHWLWLRQIURPFRVWPLQLPL]LQJILUPVSXUVXLQJDORZ
URDG VWUDWHJ\ RI FRPSHWLWLRQ 7KLV LV UHLQIRUFHG E\ WKH SUHVVXUH WR
IRFXVRQVKRUWWHUPPHDVXUHVRISHUIRUPDQFHDQGFRVW7KHRIWHQORQJ
OHDGWLPHVEHIRUHLQYHVWPHQWVLQZRUNV\VWHPLQQRYDWLRQVDUHUHDOL]HG
LQFUHDVHV WKHLU IUDJLOLW\ WR FRPSHWLWLRQ IURP WUDGLWLRQDOO\ RUJDQL]HG
ORZ URDG ILUPV )XUWKHU WKH DEVHQFH RI DQ H[WHUQDO LQVWLWXWLRQDO
LPSHUDWLYHWKDWVRFLDOL]HVVRPHRIWKHFRVWVRIFUHDWLYHZRUNV\VWHPV
PHDQV WKDW LW PD\ QRW EH SURILWDEOH LQ WKH VKRUWUXQ IRU ILUPV WR
LQWURGXFHDQGRUWRPDLQWDLQWKHVHPRUHHIILFLHQWPRGHVRIZRUN
7KHZRUNV\VWHPLVDOVRDIIHFWHGE\WKHDELOLW\RIWKHGRPLQDQWIRUP
RI FRUSRUDWH JRYHUQDQFH WR VXSSRUW LQYHVWPHQWV LQ KXPDQ UHVRXUFHV
DQGWUXVWZKLFKDSSHDUDVFRVWVZKLOHWKHLUUHWXUQVDUHQRWVHSDUDWHO\
UHFRUGHG %HFDXVH WKH ILUP¶V FRUSRUDWH JRYHUQDQFH V\VWHP RIWHQ
VKDSHV FKRLFHV UHJDUGLQJ HPSOR\PHQW UHODWLRQVKLSV LQ VKDUHKROGHU
EDVHG V\VWHPV OLNH WKDW LQ WKH 86 WKH KLJK FRVWV DVVRFLDWHG ZLWK
FUHDWLYH ZRUN SUDFWLFHV DUH GLIILFXOW WR MXVWLI\ 7KH 86 ILQDQFLDO
HQYLURQPHQW LV WKXV DQ LPSHGLPHQW WR WKH LPSOHPHQWDWLRQ DQG ORQJ
UXQ YLDELOLW\ RI FRRSHUDWLYHZRUN V\VWHPV$PHULFDQPDQDJHUV DQG
VWUDWHJLFGHFLVLRQPDNHUVDUHXQGHULQWHQVHSUHVVXUHWRFXWFRVWVLQWKH
VKRUW UXQ IRU WKHEHQHILWRI ODUJHO\DEVHQWHHVKDUHKROGHUV7KHUHIRUH
UDWKHUWKDQHQFRXUDJHRUEHLQGLIIHUHQWWRWKHQDWXUHRIWKHILUP¶VZRUN
V\VWHP WKH 86 ILQDQFLDO V\VWHP RSHUDWHV DV DFRQVWUDLQW RQ WKH
GLIIXVLRQ DQGPDLQWHQDQFH RI FUHDWLYHZRUN SUDFWLFHV%\ UHZDUGLQJ
VKRUWUXQSURILWDELOLW\LWXQGHUPLQHVWKHDELOLW\RIVKDUHKROGHUVWRDFW





,WPD\ DOVR IDFLOLWDWH UDSLG RIWHQ XQH[SHFWHG FKDQJHV LQ RZQHUVKLS
ZLWKRXW FRQFHUQ IRU RWKHU VWDNHKROGHUV¶ DSSURYDO OHDGLQJ WR HURVLRQ
RI WUXVW DQG PRUDOH DPRQJ HPSOR\HHV )DFHG ZLWK WKHVH NLQGV RI
SUHVVXUHVLWLVHDV\WRXQGHUVWDQGZK\ILUPVILQGLWH[WUHPHO\GLIILFXOW




,Q WKH ILQDQFLDO HFRQRPLFV OLWHUDWXUH WKH FRUSRUDWH UHVWUXFWXULQJ
GHEDWHLVFXUUHQWO\GRPLQDWHGE\WKHWKHRU\RIVKDUHKROGHUYDOXHWKDW
DUJXHV ILUPV DUH ‡EXQGOHV RI DVVHWV· WKDW EHORQJ WR VKDUHKROGHUV
(VVHQWLDOO\ LQGLIIHUHQW WR SURGXFWLRQ WKLV WKHRU\ DVVXPHV WKDW WKH
ILUP¶V VWRFN SULFH DFFXUDWHO\ UHIOHFWV LWV YDOXH+HQFH DQ\WKLQJ WKDW
FRQWULEXWHVWRVWRFNSULFHDSSUHFLDWLRQE\GHILQLWLRQFUHDWHVYDOXHQRW
RQO\IRUVKDUHKROGHUVEXWDOVRIRUWKHHFRQRP\DVDZKROH8VLQJWKLV
WKHRU\ ILQDQFLDO HFRQRPLVWV MXVWLI\ WKH ULJKWV RI VKDUHKROGHUV WR
FRQWURO FRUSRUDWH GHFLVLRQPDNLQJ DQG WR OD\ FODLP WR WKH LQFRPH
JHQHUDWHG WKHUHLQ E\ LGHQWLI\LQJ WKHP DV ‡UHVLGXDO FODLPDQWV· WR WKH
ILUP¶V LQFRPH 7KH\ DUH ‡UHVLGXDO FODLPDQWV· EHFDXVH DOO RWKHU
VWDNHKROGHUV UHFHLYH D VKDUH RI LQFRPH EDVHG RQ PXWXDOO\ DJUHHG
FRQWUDFWXDO DUUDQJHPHQWV FUHGLWRUV DQG VXSSOLHUV KDYH IL[HG FODLPV
DQG HPSOR\HHV QHJRWLDWH FRPSHQVDWLRQ DUUDQJHPHQWV LQ DGYDQFH RI
SHUIRUPDQFH6KDUHKROGHUVDVUHVLGXDOFODLPDQWVWKXVEHDUWKHULVNRI
IOXFWXDWLRQV LQ ILUP SHUIRUPDQFH LQ H[FKDQJH IRU ZKLFK WKH\ DUH
DVVLJQHGRZQHUVKLSULJKWVDQGUHZDUGV
%DVHG RQ WKHVH DVVXPSWLRQV PD[LPL]LQJ VKDUHKROGHU YDOXH LV
V\QRQ\PRXVZLWKPD[LPL]LQJHIILFLHQF\7KHPRUHHIILFLHQWWKHILUP
LV WKHJUHDWHU WKHZHDOWKFUHDWHGQHWRIFRVWV WKH ODUJHU WKH UHVLGXDO
LQFRPHDFFUXLQJWRVKDUHKROGHUVDQGWKHKLJKHUWKHYDOXHRIWKHILUP¶V
VKDUHV0DQDJHUVDUHHPSOR\HGWRPDQDJHWKHILUPZLWKWKHREMHFWLYH
RI PD[LPL]LQJ HIILFLHQF\ PHDVXUHG E\ VKDUHKROGHU YDOXH 7KH
SULQFLSDODJHQW SUREOHP EHWZHHQ VKDUHKROGHUV SULQFLSDOV DQG
PDQDJHUVDJHQWV LVDOVRVROYHGE\ WKHVWRFNPDUNHWZKLFKRSHUDWHV
DV DQ HIILFLHQW ‡PDUNHW IRU FRUSRUDWH FRQWURO· DVVXPHG WR JHQHUDWH
HIILFLHQFLHVLQWKHIRUPRIVXSHULRUPDQDJHPHQW0DQDJHUVDUHIRUFHG
WR SXUVXH VKDUHKROGHU LQWHUHVWV E\ WKH WKUHDW RI WDNHRYHU EHFDXVH D
ILUPFDQRQO\EHWDNHQRYHULIRWKHUSRWHQWLDOVKDUHKROGHUVEHOLHYHWKDW
WKH\FDQEX\WKHILUP¶VVKDUHVDWWKHFXUUHQWPDUNHWSULFHDQGEULQJLQ
PDQDJHUV ZKR ZLOO PDQDJH LW PRUH HIILFLHQWO\ WKDQ WKH LQFXPEHQW
PDQDJHUV+RZHYHUWKLVZLOORQO\EHWKHFDVHLISURGXFWLRQHIILFLHQF\
LV UHIOHFWHG LQVKDUHYDOXHVDQGRQO\ LI LW LVDFKLHYHGE\PHDQVRID
ORQJWHUP VWUDWHJ\ DLPHG DW DFKLHYLQJ RSHUDWLRQDO DQG WHFKQLFDO
HIILFLHQFLHV UDWKHU WKDQDVKRUWWHUPVWUDWHJ\DLPHGDW VKRUWUXQFRVW
FXWWLQJ $OWKRXJK VKRUWUXQ FRVW FXWWLQJ GRHV JHQHUDWH VKRUWUXQ
SURILWV E\ LQFUHDVLQJ WKH GLIIHUHQFH EHWZHHQ UHYHQXHV DQG FRVWV LW
GDPDJHV WKH LQVWLWXWLRQDO IUDPHZRUN XSRQ ZKLFK WUXVW DQG
FRRSHUDWLRQDUHGHSHQGHQWDQGRIWHQVWULSV WKHSURGXFWLYHV\VWHPRI
SK\VLFDO DQG KXPDQ DVVHWV QHFHVVDU\ IRU ORQJUXQ SHUIRUPDQFH
YLDELOLW\$ILUPZLOOQRWUHPDLQYLDEOHRQWKHVWRFNPDUNHWLILWIDLOV
LQLWVSURGXFWPDUNHW
&ULWLFVRI VKDUHKROGHU WKHRU\ IRFXV RQ WKH H[LVWHQFH RI ILUP VSHFLILF
VNLOOV WKDW SURYLGH FRQWURO ULJKWV DQG LQFRPH FODLPV WR RWKHU
VWDNHKROGHUV EHVLGHV VKDUHKROGHUV DQG RQ WKH IDLOXUH RI VKDUHKROGHU
WKHRU\ WR H[SODLQ WKH UHODWLRQVKLS EHWZHHQ WKH SURGXFWLRQ DQG
GLVWULEXWLRQRIYDOXHFUHDWHGE\WKHILUP$FFRUGLQJWR0DUJDUHW%ODLU
‡DQ\WLPH WKHUH DUH SDUWLHV RWKHU WKDQ VKDUHKROGHUV ZKR PDNH
LQYHVWPHQWV VSHFLILF WR D JLYHQ FRUSRUDWLRQ – HPSOR\HHV ZLWK
VSHFLDOL]HGNQRZOHGJHDQGVNLOOVWRFLWHSUREDEO\WKHPRVWSURPLQHQW
H[DPSOH – VKDUHKROGHUV DUH QR ORQJHU WKH UHVLGXDO FODLPDQWV LQ WKDW
FRUSRUDWLRQ·$OWKRXJKKHUFULWLTXH LV LQWHUHVWLQJDQGSHUVXDVLYH LW
GRHVQRWRIIHUDQH[SODQDWLRQRIWKHFRUSRUDWHUHVWUXFWXULQJSURFHVVRU
WKHUROHRIZRUNV\VWHPVZLWKLQLW0DU\2¶6XOOLYDQ¶VZRUNDGGUHVVHV
WKLV SUREOHP E\ KLJKOLJKWLQJ WKH IDLOXUH RI VKDUHKROGHU WKHRU\ WR
DGGUHVV WKH LPSRUWDQW UROH RI LQQRYDWLRQ DQG LWV LPSOLFDWLRQV IRU
UHVRXUFH DOORFDWLRQ DQG LQFRPH GLVWULEXWLRQ 6KH DUJXHV WKDW LW LV
LPSRVVLEOH WR H[SODLQKRZ WKH UHWXUQ WR LQYHVWPHQW LVJHQHUDWHG DQG
KRZ LW VKRXOG EH GLVWULEXWHG ZLWKRXW ILUVW DQDO\VLQJ WKH SURFHVV
WKURXJK ZKLFK SURGXFWLYH UHVRXUFHV DUH GHYHORSHG DQG XWLOL]HG WR
FUHDWHWKDWYDOXH
‡6LQFHLWKDVQRWKHRU\RIWKHEXVLQHVVHQWHUSULVHWKDWJHQHUDWHV
UHWXUQV WKDW DUH QRW PDUNHW GHWHUPLQHG QRU D WKHRU\ RI WKH





7KH SUHVFULEHG FRUSRUDWH JRYHUQDQFH RXWFRPHV RU WKH VWDNHKROGHU
JURXSV DVVLJQHG UHVSRQVLELOLW\ DQG FRQWURO LQ WKH SURGXFWLRQ DQG
ILQDQFLDOPDUNHWDUHQDVYDU\FRQVLGHUDEO\)RFXVLQJRQUHVWUXFWXULQJ
RI SK\VLFDO FRUSRUDWH DVVHWV PDQDJHPHQW DQG LQGXVWULDO UHODWLRQV
H[SHUWV ZLGHO\ DJUHH WKDW LQ SURGXFWLRQ UHVSRQVLELOLW\ DQG FRQWURO
VKRXOG EH SXVKHG GRZQZDUG LQ WKH V\VWHP ,Q FRQWUDVW ILQDQFLDO
HFRQRPLVWVDQGILQDQFLDOPDUNHWH[SHUWVIRFXVLQJRQUHVWUXFWXULQJRI
FRUSRUDWH ILQDQFLDO DVVHWV DUJXH WKDW SXOOLQJ FRQWURO XSZDUG LQ WKH
RUJDQL]DWLRQ DQG DVVLJQLQJ LW WR VKDUHKROGHUV EHQHILWV ERWK ILUP DQG
PDFURHFRQRPLFSHUIRUPDQFH
,Q WKHVH GHEDWHV WKH DEVHQFH RI D ZLGHO\ DFFHSWHG IUDPHZRUN IRU
DQDO\VLQJ FRUSRUDWH UHVWUXFWXULQJ WKDW OLQNV FRPSRQHQW SDUWV RI WKH
SURGXFWLYH V\VWHP ILQDQFLDO DQG SURGXFWLYH ZLWKLQ LWV PDUNHW DQG
LQVWLWXWLRQDO FRQWH[W LV SUREOHPDWLF 5HVHDUFK RQ FRUSRUDWH
UHVWUXFWXULQJ WHQGV WR EH VHJPHQWHG LQWR VWXGLHV IRFXVLQJ RQ HLWKHU
SURGXFWLRQ RU ILQDQFLDO SHUIRUPDQFH E\ UHVHDUFKHUV LQ VHSDUDWH
GLVFLSOLQHV XVLQJ GLIIHUHQW PHWKRGRORJLHV DQG FRPLQJ WR GLYHUJHQW
FRQFOXVLRQVDERXWDSSURSULDWH UHVSRQVHV7KH LPSOLFLW DVVXPSWLRQRI
PDLQVWUHDPWKHRU\LVWKDWWKHILUP¶VPDUNHWSHUIRUPDQFHLVDFFXUDWHO\
PHDVXUHG DQG UHIOHFWHG LQ WKH YDOXH RI LWV VWRFN PDUNHW VKDUHV
+RZHYHUDVGLVFXVVHGDERYHDQGHYLGHQW LQ WKHFDVHVEHORZHIIRUWV

WR JHQHUDWH VKDUH YDOXH JURZWK RIWHQ LQYROYH DSSURDFKHV WKDW
XQGHUPLQH ORQJWHUP SHUIRUPDQFH YLDELOLW\ LQ SURGXFWLRQ )RU
H[DPSOHVKRUW UXQFRVWFXWWLQJ ULVNVVWULSSLQJ WKHSURGXFWLYHV\VWHP
RI DVVHWV DQG VNLOOV UHTXLUHG IRU ORQJWHUP VXFFHVV DQGPHUJHUV DQG
DFTXLVLWLRQVDLPHGDWERRVWLQJVKDUHYDOXHVRIWHQJHQHUDWHPDQDJHULDO
DQG VKRS IORRU FKDQJHV WKDW FDQ EH YHU\ GHVWDELOL]LQJ WR SURGXFWLRQ
V\VWHP UHODWLRQVKLSV ,Q VKRUW QHRFODVVLFDO HFRQRPLF WKHRU\ IDLOV WR
SURYLGHDWKHRU\RIYDOXHURRWHGLQSURGXFWLRQDQGDQH[SODQDWLRQRI
WKHUHODWLRQVKLSEHWZHHQWKHVWRFNPDUNHWDQGWKHSURGXFWLRQV\VWHP
,W WKHUHIRUH SURYLGHV OLWWOH KHOS LQ XQGHUVWDQGLQJ WKH FRQWULEXWLRQ RI
FRRSHUDWLYH ZRUN V\VWHPV WR SHUIRUPDQFH WKHLU IUDJLOLW\ LQ WKH
FRQWH[W RI XQUHJXODWHG PDUNHWV DQG WKH FRUSRUDWH UHVWUXFWXULQJ
SURFHVVRIZKLFKWKH\DUHDSDUW
’HEDWHV DERXW WKH QDWXUH RI WKH ILUP DUH QRW KHOSIXO (PSKDVL]LQJ
RSSRUWXQLVPEDVHG WKHRULHV RU UHVRXUFHEDVHG WKHRULHV WKH ILUP LV
YLHZHG DV WKH UHVXOW RI WUDQVDFWLRQV FRVWV DQG WKH QHHG WR FRQWURO
RSSRUWXQLVPRUD‡EXQGOHRIUHVRXUFHV·DPRQJWKHPRVW LPSRUWDQW
RI ZKLFK DUH WKH VNLOOV DQG NQRZOHGJH RI WKHLU ZRUNHUV DQG ZKDW
&KDQGOHUFDOOV‡RUJDQL]DWLRQDOFRPSHWHQFLHV·0RUHUHFHQWO\VRPH
UHVHDUFKHUV KDYH DWWHPSWHG WR LGHQWLI\ WKH OLQNDJHV WKDW KHOS WR








SURGXFWLRQ UHFHLYHV D SD\PHQW HTXDO WR WKH YDOXH RI LWV UHODWLYH
FRQWULEXWLRQWRRXWSXW7KHUHLVWKXVDWHFKQLFDOWUDGHRIIEHWZHHQWKH






‡LQ GHDOLQJ ZLWK SURGXFWLRQ ZKHQHYHU DQ\WKLQJ FDPH WR OLJKW
WKDW ZDV QRW TXLWH FRQVLVWHQW ZLWK WKH >QHRFODVVLFDO@ PRGHO RI
SXUH H[FKDQJH WKH W\SLFDO UHDFWLRQ KDV EHHQ WR PRGLI\ WKH
SURGXFWLRQVLGHRIWKHSLFWXUHLHWRLQWURGXFHLQWRWKHWKHRU\RI
SURGXFWLRQ DOO WKH DVVXPSWLRQV WKDW DUH QHFHVVDU\ WR UHVWRUH LWV
FRQVLVWHQF\ZLWKWKHSUHFRQFHLYHGPRGHORISXUHH[FKDQJH·
7KHQDUURZPDLQVWUHDPYLHZRI WKH ILUPDQGRISURGXFWLRQ LVEDVHG
RQVLPSOLI\LQJDVVXPSWLRQVDERXWSURGXFWLRQUHODWLRQVKLSVWKDWLJQRUH
WKH HVVHQWLDOO\ FRRSHUDWLYH DQG FRPSOHPHQWDU\ QDWXUH RI WKHVH
DVVRFLDWLRQV LQ SURGXFWLRQ DQG WKHLU FRPSHWLWLYHQHVV LQ GLVWULEXWLRQ
7KH SURGXFWLYH V\VWHPV DSSURDFK WDNHV WKLV DV LWV VWDUWLQJ SRLQW
DUJXLQJWKDWUDWKHUWKDQEHLQJVXEVWLWXWHVWKHIDFWRUVRISURGXFWLRQDUH
FRPSOHPHQWV (IIHFWLYH SURGXFWLRQ UHTXLUHV WKDW SURGXFWLYH DJHQWV
ZRUN WRJHWKHU DQG WKH IDLOXUH RI DQ\ WR VDWLVIDFWRULO\ SHUIRUP LWV
SURGXFWLYHUROHORZHUVWKHMRLQWSURGXFWRIWKHZKROH,QGLVWULEXWLRQ
SURGXFWLYH DJHQWV DUH FRPSHWLWRUV EHFDXVH ZKDW RQH UHFHLYHV WKH
RWKHUVFDQQRWKDYH
,Q WKLV FRQWH[W SURGXFWLRQ UHODWLRQVKLSV KDYH ERWK D WHFKQLFDO DQG
VRFLDO GLPHQVLRQ WKDW WRJHWKHU DQG LQGHSHQGHQWO\ LQIOXHQFH
SHUIRUPDQFH DQG GLVWULEXWLRQDO VKDUHV 7KH WHFKQLFDO UHODWLRQV RI
SURGXFWLRQ DUH WKH IXQFWLRQDO LQWHUOLQNDJHV EHWZHHQ ODERXU
HTXLSPHQWDQGPDWHULDOVLQWKHSURGXFWLRQSURFHVVDQGEHWZHHQVWDJHV
RI SURGXFWLRQ 7KH\ DUH REMHFWLYH DQG LPSHUVRQDO UHODWLRQVKLSV
GHWHUPLQHGE\WKHQDWXUHRISURGXFWVDQGWKHPHWKRGVE\ZKLFKWKH\
DUH SURGXFHG ,Q FRQWUDVW WKHVRFLDO UHODWLRQV RI SURGXFWLRQ DUH WKH




LQ SURGXFWLRQ†IURP ZKLFK WKHLU LQFRPHV DUH XOWLPDWHO\ GHULYHG†

WKH\ FRPSHWH RYHU GLVWULEXWLRQ RI WKH SURFHHGV ,Q WKLV FRQWH[W WKH
VRFLDO UHODWLRQV RI SURGXFWLRQ KDYH WKH GXDO UROH RI VHFXULQJ FR
RSHUDWLRQ LQ SURGXFWLRQ DQG DJUHHPHQW RYHU GLVWULEXWLRQ RI WKH
RXWFRPH IURP SURGXFWLRQ 7KLV LV LPSRUWDQW IRU SHUIRUPDQFH DQG
HIILFLHQF\ EHFDXVH IDLOXUH WR VHFXUH DJUHHPHQW RYHU GLVWULEXWLRQ KDV
WKH SRWHQWLDO WR VHW RII D UHWDOLDWRU\ ZLWKGUDZDO RI SURGXFWLYH FR
RSHUDWLRQ†LQ WKH FDVH RI XQLRQL]HG ILUPV SRVVLEOH VWULNHV†ZKLFK
VHUYHV WR UHGXFHERWK HIILFLHQF\ DQG WKH ‡VL]H RI WKH SLH· SURGXFHG
7KH WUDGHRII LV HVVHQWLDOO\ RQH RI VKRUWWHUP LQGLYLGXDO LQWHUHVWV LQ
UHODWLYH VKDUHV YHUVXV ORQJHUWHUP VKDUHG LQWHUHVWV LQ WKH VL]H RI WKH
SLH,QQHLWKHUWKHVKRUWQRUWKHORQJWHUPKRZHYHULVWKHVL]HRIWKH
SLHOLNHO\WREHH[FOXVLYHO\GHWHUPLQHGZLWKLQWKHSURGXFWLYHV\VWHP
(DFK SURGXFWLYH V\VWHP LV VXEMHFW WR FRQWLQXRXV SUHVVXUHV IURP WKH
WHFKQRORJLFDO PDUNHW DQG VRFLDO OHJDO DQG SROLWLFDO HQYLURQPHQW
ZLWKLQZKLFKLWRSHUDWHV,QWXUQVLPLODUSURFHVVHVZLWKLQSURGXFWLYH
V\VWHPVERWK LQGHSHQGHQWRIDQG LQUHVSRQVH WRH[WHUQDOSUHVVXUHV
LQLWLDWHFKDQJHVWKDWDOVRKHOSPRXOGLWVHQYLURQPHQW
:LWKLQ WKH SURGXFWLYH V\VWHP RSHUDWLRQDO HIILFLHQF\ LV WR DQ
LPSRUWDQW GHJUHH GHSHQGHQW XSRQ KRZ ZHOO SURGXFWV DQG SURFHVVHV
DUH GHVLJQHG ODERXU LV WUDLQHG PDWHULDOV DQG FRPSRQHQWV DUH
SUHSDUHG DQG SURGXFWLYH WDVNV DUH SHUIRUPHG ,W LV DOVR FULWLFDOO\
GHSHQGHQWRQ FRRSHUDWLRQEHFDXVH DVGLVFXVVHG DERYH WRPD[LPL]H
HIILFLHQF\ODERXUDQGWKHPHDQVRISURGXFWLRQPXVWZRUNHIIHFWLYHO\
WRJHWKHUZLWKLQHDFKVWDJHRISURGXFWLRQDQGWKHVWDJHVRISURGXFWLRQ
PXVWPHVK VHDPOHVVO\ WRJHWKHU ,Q UHODWLRQVZLWK LWV EURDGHU V\VWHP
FRQWH[W D SURGXFWLYH V\VWHP¶V G\QDPLF HIILFLHQF\ GHSHQGV RQ LWV
DELOLW\WRUHVSRQGWRFKDQJHVLQPDUNHWUHTXLUHPHQWVDVZHOODVRQLWV
FDSDFLW\ IRU RUJDQL]DWLRQDO WUDQVIRUPDWLRQ DQG LQQRYDWLRQ ERWK RI
ZKLFKDUHHQKDQFHGE\WKHV\VWHP¶VDELOLW\WRPRWLYDWHRUJDQL]DWLRQDO
OHDUQLQJ %RWK RSHUDWLRQDO DQG G\QDPLF HIILFLHQF\ DUH FULWLFDOO\
GHSHQGHQWRQFRRSHUDWLRQ7KH\DUHDOVRLPSRUWDQWLQGHWHUPLQLQJWKH
FRPSHWLWLYHQHVVRISURGXFWLYHV\VWHPV&RPSHWLWLYHVXFFHVVJHQHUDWHV
DGGLWLRQDO UHVRXUFHV IRU GLVWULEXWLRQ DQG LQFUHDVHV WKH SURVSHFWV IRU
LQFUHDVHG FRRSHUDWLRQ DQG RSHUDWLRQDO DQG G\QDPLF HIILFLHQFLHV

&RPSHWLWLYHIDLOXUHULVNVWKHRSSRVLWHVHWWLQJRIIDGHJHQHUDWLYHF\FOH
RI FRQIOLFW RYHU GLVWULEXWLRQ ZLWKGUDZDO IURP FRRSHUDWLRQ LQ
SURGXFWLRQDQGGHFOLQLQJHFRQRPLFSHUIRUPDQFH
,Q WKLV FRQWH[W D ZRUN V\VWHP LV ‡FUHDWLYH· ZKHQ LW SURPRWHV
RSHUDWLRQDO DQG G\QDPLF HIILFLHQF\ ZKLFK WRJHWKHU UHO\ RQ D KLJK
GHJUHHRIERWK WHFKQLFDO DQG VRFLDO FRRSHUDWLRQ DPRQJ DQGEHWZHHQ
PDQDJHUV DQG ZRUNHUV ,Q JHQHUDO FUHDWLYH ZRUN V\VWHPV IHDWXUH
LQQRYDWLYH IRUPVRIZRUNRUJDQL]DWLRQDQGPDQDJHPHQWPHWKRGV LQ
SDUWLFXODU IODWWHU OHVV KLHUDUFKLFDO HPSOR\PHQW VWUXFWXUHVZLWK IHZHU
PLGGOHPDQDJHUVDQGJUHDWHUZRUNHUSDUWLFLSDWLRQLQGHFLVLRQPDNLQJ
7KHUH LV JUHDWHU IOH[LELOLW\ LQ MRE GHILQLWLRQV (QOLJKWHQHG KXPDQ
UHVRXUFH SROLFLHV IHDWXUH JUHDWHU HPSOR\PHQW VHFXULW\ DQG LQFHQWLYH
SD\ V\VWHPV VXFK DV SURILW VKDULQJ &RQWLQXRXV WUDLQLQJ LV DQ
LPSRUWDQW FRPSRQHQW RI FUHDWLYH ZRUN V\VWHPV FRQWULEXWLQJ
SRVLWLYHO\WRWKHUHSURGXFWLRQRIDKLJKO\VNLOOHGODERUIRUFHDQGKHQFH
WRWKHTXDOLW\RIWKHODERUVXSSO\LQWKHH[WHUQDOODERUPDUNHWDQGWKH
ORQJUXQ VWUHQJWK RI WKH EURDGHU SURGXFWLYH V\VWHP ,Q FRQWUDVW
GHVWUXFWLYH V\VWHPV IHDWXUH DGYHUVDULDO PDQDJHPHQW PHWKRGV DQG
KXPDQ UHVRXUFH SROLFLHV DQG WKH UHJXODU WKUHDW RI MRE ORVV
SDUWLFXODUO\ GXULQJ ODERXU QHJRWLDWLRQV ’HVWUXFWLYH ZRUN V\VWHPV
HFRQRPL]H RQ WUDLQLQJ XQGHUPLQLQJ WKH ORQJWHUP UHSURGXFWLRQ RI
ODERXUIRUFHVNLOOV
%DVHG RQ D V\VWHP RI FRRSHUDWLRQ DPRQJPDQDJHUV DQGZRUNHUV†
XVXDOO\EXLOWRQWKHEDVLVRIWUXVWHVWDEOLVKHGRYHUDSHULRGRIZRUNLQJ
WRJHWKHU†FUHDWLYHZRUN V\VWHPV DUH HIILFLHQW LQ KHOSLQJ WKH ILUP WR
PHHW DQG HYHQ H[FHHG WKH GHPDQGV RI LWV SURGXFW PDUNHWV )RU
PDQDJHUV WKH ORQJWHUP QDWXUH RI SURGXFWLRQ UHODWLRQVKLSV ZLWKLQ
WKHVH V\VWHPV SURYLGHV D FRQWH[W LQ ZKLFK WKH ILUP FDQ IRFXV RQ
FRQWLQXDOO\LPSURYLQJSURGXFWDQGSURFHVVTXDOLW\DQGHIILFLHQF\IRU
ORQJUXQ VXFFHVV UDWKHU WKDQ RQ FRVW FXWWLQJ DQG RWKHU VWUDWHJLHV
GHVLJQHGWRPDLQWDLQVKRUWUXQSURILWPDUJLQV)RUIURQWOLQHZRUNHUV
FUHDWLYH ZRUN V\VWHPV FDQ SURYLGH D PRGLFXP RI MRE VHFXULW\
UHODWLYHO\ KLJK DQG VWDEOH LQFRPHV KLJK OHYHOV RI WUDLQLQJ DQG VNLOO

GHYHORSPHQW JRRG ZRUNLQJ FRQGLWLRQV DQG SDUWLFLSDWLRQ LQ WKH
SURGXFWLYHSURFHVV
7KHLPSRUWDQWTXHVWLRQLVWKHQKRZFDQD‡FUHDWLYH·ZRUNV\VWHPEH
VXVWDLQHG RYHU WKH ORQJ WHUP DQG KRZ FDQ WKH FRPPRQ LQWHUHVWV LQ
SURGXFWLRQDQGGLYHUJHQWLQWHUHVWVLQGLVWULEXWLRQEHUHFRQFLOHG"7KLV
GHSHQGVWRDQLPSRUWDQWGHJUHHXSRQWKHQDWXUHRIWKHVRFLDOUHODWLRQV
RI SURGXFWLRQ DQG WKH FRQWH[W LQ ZKLFK WKH\ DUH FRQGXFWHG 7KH
HVWDEOLVKPHQW RI D EDVH VHFXUH HQRXJK WR FUHDWH DQG PDLQWDLQ WKH
UHTXLVLWHORQJWHUPFRPPLWPHQWVIRUHVWDEOLVKLQJDQGVXVWDLQLQJWUXVW
DQGFRRSHUDWLRQUHTXLUHVRYHUFRPLQJ WKHHIIHFWVRIERWKVRFLDODQG
HFRQRPLF XQFHUWDLQW\ 6RFLDO XQFHUWDLQW\ DULVHV IURP WKH VRFLDO
UHODWLRQV WKDW SHUYDGH SURGXFWLRQ DQG H[FKDQJH DQG WKH VRFLDO DQG
SROLWLFDO HQYLURQPHQW ZLWKLQ ZKLFK WKHVH UHODWLRQV DUH IRUPHG DQG
UHIRUPHG(FRQRPLFXQFHUWDLQW\UHVXOWVIURPHFRQRPLFIRUFHVVXFKDV




WKH VXSSRUWLYHQHVV RI WKH VRFLDO DQG SROLWLFDO HQYLURQPHQW ZLWKLQ
ZKLFK LW RSHUDWHV DUH LQVWUXPHQWDO LQ FUHDWLQJ WKH QHFHVVDU\
FRQGLWLRQV IRU ‡FUHDWLYH· ZRUN V\VWHPV DQG FRRSHUDWLYH ORQJ WHUP
HPSOR\PHQW UHODWLRQVKLSV ,Q WKH QH[W VHFWLRQ GHYHORSPHQWV LQ WKH
PDUNHW DQG LQVWLWXWLRQDO HQYLURQPHQW ZLWKLQ ZKLFK $PHULFDQ ILUPV
DQG ZRUNHUV LQWHUDFW DUH H[DPLQHG 7KHVH SURYLGH WKH FRQWH[W IRU
DQDO\]LQJWKHFDVHVRI)HURG\Q6PLWKILHOG7RRODQG*HQHUDO(OHFWULF
LQ ZKLFK WKH IRFXV LV WKH LQWHUUHODWLRQVKLS EHWZHHQ FUHDWLYH ZRUN











LQFUHDVH VKDUHKROGHU YDOXHZRUNHU HPSRZHUPHQW DQG WHDPEXLOGLQJ
VWLOOSOD\VHFRQGYLROLQ WR WKH ILUVW FKDLURFFXSLHGE\RXWSXWGHPDQG
DQGµOLQHVSHHGXS¶7KHGHOLFDWHXQGHUSLQQLQJVRISODQWOHYHOWUXVWDUH
FRQWLQXDOO\ WKUHDWHQHG E\ WKH ZKHUHZLWKDO RI RZQHUV WR DUELWUDULO\
VKLIW SURGXFWLRQ WR JDLQ HYHQ WKH VOLJKWHVW FRPSHWLWLYH DGYDQWDJHV
:RUNHUVDQGWKHLUXQLRQVDUHWKXVVTXHH]HGEHWZHHQDURFNDQGDKDUG
SODFH7KH\DUHFRQGHPQHGDVEDFNZDUG WKLQNHUVVKRXOG WKH\ UHIXVH
WRFRQVLGHUPDQDJHPHQWSURSRVHGZRUNFKDQJHVWKDWPLJKWJLYHWKHLU
SODQW D FKDQFH WR SURVSHU \HW WKH\ DUH HTXDOO\ GRRPHG ZKHQ WKH\
DFFHGH RQO\ WR KDYH PDQDJHUV ‡SLFN WKHLU EUDLQV· DQG WUDQVIHU WKH
ZRUNWRSODQWVLQOHVVH[SHQVLYHSDUWVRIWKHZRUOG
/HVVWKDQILIW\\HDUVDJRWKH8QLWHG6WDWHVDFFRXQWHGIRUFORVHWRKDOI
RI JOREDO PDQXIDFWXULQJ RXWSXW +LJK DQG LQFUHDVLQJ SURGXFWLYLW\




WR FKDOOHQJH 86 SUHHPLQHQFH LQ DXWRV VWHHO PDMRU KRXVHKROG
DSSOLDQFHV DQG FRQVXPHU HOHFWURQLFV %HWZHHQ  DQG 
HPSOR\PHQWLQWKHKLJKO\XQLRQL]HGGXUDEOHJRRGVVHFWRUGHFOLQHGE\
SHUFHQWUHSUHVHQWLQJVOLJKWO\RYHUWZRPLOOLRQMREVDV$PHULFDQ
FRUSRUDWLRQV VKLIWHG ODUJH VHJPHQWV RI WKHLUPDQXIDFWXULQJ DFWLYLWLHV
RYHUVHDVDQG WKHQDWLRQGHLQGXVWULDOL]HG%HWZHHQDQG
RQHLQILYH$PHULFDQZRUNHUVVDZWKHLUMREGLVDSSHDUZLWKWKRXVDQGV
PRUH EHLQJ PDGH UHGXQGDQW VLQFH WKDW WLPH &RUSRUDWH DQG ODERU
PDUNHW UHVWUXFWXULQJ ZDV FDWDVWURSKLF IRU LQGXVWULDO XQLRQV WKH
SHUFHQWDJHRIXQLRQL]HGPDQXIDFWXULQJMREVGHFOLQHGIURPSHUFHQW




$ FRQVHTXHQFH RI WKH GLVDSSHDUDQFH RI ZHOOSD\LQJ PDQXIDFWXULQJ
MREV KDV EHHQ ZDJH GHSUHVVLRQ GHFOLQLQJ KRXVHKROG ZHDOWK DQG
LQFUHDVLQJ LQFRPH LQHTXDOLW\ %HWZHHQ  DQG  DYHUDJH
FRPSHQVDWLRQ JUHZ RQO\  SHUFHQW FRPSDUHG ZLWK  SHUFHQW
EHWZHHQ  DQG  LQFOXGLQJ WKH  UHFHVVLRQ )RU PRVW
ZRUNHUV UHDO ZDJHV DUH EHORZ WKHLU  OHYHOV DQG DGMXVWHG IRU
LQIODWLRQ WKH PHGLDQ LQFRPH RI $PHULFDQ HPSOR\HHV LQ WKH PLG
VZDV DSSUR[LPDWHO\  SHUFHQW EHORZ WKDW LQ WKH ODWH V ,Q
DJJUHJDWH WHUPV ODERU¶V VKDUH RI WKH QDWLRQDO LQFRPH KDV GURSSHG
IURP SHUFHQW LQ  WR  SHUFHQW LQ  WR  SHUFHQW LQ
DQGFRQWLQXHVWRGHFOLQH’HFOLQLQJKRXVHKROGZHDOWKLVHYLGHQW
LQ WKH IDFW WKDW IRUQHDUO\SHUFHQWRI$PHULFDQKRXVHKROGV GHEWV
H[FHHG DVVHWV PHDQLQJ WKDW QHW ZRUWK LV ]HUR RU QHJDWLYH 86





PDFURHFRQRPLF DQG VWRFN PDUNHW FRQGLWLRQV GXULQJ WKH V
EHFDXVH WKH\ FRLQFLGH ZLWK RQH RI WKH ORQJHVW PDFURHFRQRPLF
H[SDQVLRQVLQ86SRVWZDUKLVWRU\ZLWKXQHPSOR\PHQWDQGLQIODWLRQ
DW UHFRUG ORZ OHYHOV ,Q  XQHPSOR\PHQWZDV  SHUFHQWZKLOH
LQIODWLRQZDV  SHUFHQW 7KH\ DOVR FRLQFLGHZLWK WKH ORQJHVW86
VWRFN PDUNHW ERRP LQ KLVWRU\ ZLWK \LHOGV RQ FRUSRUDWH VWRFN
VLJQLILFDQWO\ DERYH WKHLU GHSUHVVHG V OHYHOV 6LQFH 
SURGXFWLYLW\ KDV ULVHQ  SHUFHQW GXH WR HQRUPRXV JDLQV LQ FHUWDLQ
VHFWRUV%\WKHPLGVFRUSRUDWHSURILWUDWHVZHUHEDFNWRWKHOHYHO
WKH\KDGUHDFKHGDWWKHSHDNRIWKHSRVW:RUOG:DU,,ERRPLQ






ILUPV UDSLGO\ JOREDOL]HG FRUSRUDWH DVVHWV DQG H[SDQGHG FRUSRUDWH
GLUHFW IRUHLJQ LQYHVWPHQW LQ IDFWRULHV RIILFH EXLOGLQJV RIILFH
HTXLSPHQWDQGPDFKLQHWRROV:KHUHDVLQWKLVDPRXQWHGWROHVV
WKDQELOOLRQELOOLRQLWUHDFKHGELOOLRQELOOLRQLQ
 VXUSDVVHG  ELOOLRQ  ELOOLRQ LQ  DQG FOLPEHG WR
ELOOLRQELOOLRQ LQ3UHVHQWO\*HQHUDO0RWRUVDQG
LWV PDMRU VXSSOLHUV DUH LQYHVWLQJ RYHU  ELOOLRQ  PLOOLRQ LQ
VHYHQ QHZ SODQWV LQ WZR 0H[LFDQ FLWLHV WR SURGXFH WUDQVPLVVLRQV
FKDVVLV D[OHV DQG GULYH WUDLQV 6LPXOWDQHRXVO\ WKH DXWR JLDQW LV
HQJDJHG LQ WKH ODUJHVW $PHULFDQ FRUSRUDWH LQYHVWPHQW LQ &KLQD
VSHQGLQJ RYHU  ELOOLRQ  ELOOLRQ LQ WKH FRQVWUXFWLRQ RI 
DVVHPEO\DQGFRPSRQHQWVSODQWVWKHUH*OREDORYHUFDSDFLW\LQVWHHO
DXWRV FRPSXWHU FKLS IDEULFDWLRQ DQG DLUFUDIW SURGXFWLRQ ZLOO RQO\
VHUYH WRUHLQIRUFH WKHVHQHJDWLYH WUHQGVZHOO LQWR WKH IXWXUH(YHQ LQ
LQGXVWULHV ZKHUH 86EDVHG SURGXFHUV KDYH EHHQ VXFFHVVIXO DW
PDLQWDLQLQJ PDUNHW VKDUH LQ LQWHUQDWLRQDO FRPSHWLWLRQ HQWHUSULVH
VXFFHVVKDVQRWQHFHVVDULO\VHUYHGWRLQVXODWHZRUNHUVIURPWKHHIIHFWV
RI FRUSRUDWH UHVWUXFWXULQJV DQG WKH MRE ORVVHV WKH\ HQWDLO ,W EHFDPH
FRPPRQSODFH IRU FRUSRUDWLRQV WR LQWHUMHFW WKH SRVVLELOLW\ RI ZRUN
UHPRYDOIURPWKHLU86SODQWVGXULQJXQLRQRUJDQL]LQJFDPSDLJQVDQG
FRQWUDFW QHJRWLDWLRQV ZKLOH WKH VXUJH LQ JOREDO PHUJHUV LQ WKH
DXWRPRELOHEDQNLQJWHOHFRPPXQLFDWLRQVDQGSKDUPDFHXWLFDOVVHFWRUV
SXW‡ELWHLQWRWKHEDUN·RIVXFKLQWLPLGDWLRQ
,W LV LQ WKLV FRQWH[W WKDW FRUSRUDWLRQV DUH H[SHULPHQWLQJ ZLWK QHZ
IRUPV RI LQSODQW ZRUN RUJDQL]DWLRQ GHVLJQHG WR UHGXFH GLUHFW DQG
LQGLUHFW ODERU FRVWV LPSURYH SURGXFWLYLW\ DQG TXDOLW\ DQG DFKLHYH
JUHDWHU FRQWURO RYHU WKH GDLO\ GHSOR\PHQW RI ODERU :KHWKHU FDOOHG
‡KLJK SHUIRUPDQFH SUDFWLFHV· ‡HPSOR\HH LQYROYHPHQW· ‡PXWXDO




UHGHILQH ZRUN WDVNV UHGHSOR\ UHVRXUFHV DQG UHFRQILJXUH
UHODWLRQVKLSVZLWKVXSSOLHUVWRDFKLHYHUDSLGSURGXFWGHYHORSPHQWDQG
IDVWHU FKDQJHRYHUV IURP RQH SURGXFW WR DQRWKHU &RUSRUDWLRQV DUH
DOVRLQYHVWLQJLQFRPSXWHUFRQWUROOHGPDFKLQHU\WKDWHOLPLQDWHVODUJH
QXPEHUV RI VNLOOHG EOXHFROODU ZRUNHUV GHFUHDVHV UHOLDQFH RQ
ZRUNHUV¶ WDFLW NQRZOHGJH DQG HDVHV WKH UHORFDWLRQ RI ZRUN WR RWKHU
UHJLRQV RI WKH ZRUOG $  UHSRUW E\ WKH ,QWHUQDWLRQDO /DERXU
2UJDQL]DWLRQVXPPDUL]HVWKHVHWUHQGV
‡5HFHQWO\ ZKLOH PDQ\ WUDGH XQLRQV KDYH EHHQ SUHVVLQJ IRU
UHGXFHG ZRUN WLPH JXDUDQWHHV RI HPSOR\PHQW VHFXULW\ DQG
PHDVXUHVWRFRPEDWXQHPSOR\PHQWVRPHHPSOR\HUVKDYHEHHQ
VHHNLQJ WR PRGLI\ PDQ\ RI WKH KDUGZRQ VRFLDO SURWHFWLRQ
PHDVXUHVLQDQHIIRUWWRPDNHODERXUPDUNHWVOHVVULJLG·S
:RUN6\VWHPVLQ’HVWUXFWLYH0DUNHWV
6PLWKILHOG7RRO )HURG\Q DQG*HQHUDO(OHFWULF *( UHSUHVHQW FDVHV
ZKHUH LQ UHVSRQVH WR SRWHQWLDOO\ GHVWUXFWLYH PDUNHW SUHVVXUHV WKH
ZRUN V\VWHP KDV ILJXUHG SURPLQHQWO\ LQ WKH FRPSDQ\¶V RYHUDOO
EXVLQHVV VWUDWHJ\ ,Q D EURZQILHOG VLWH 6PLWKILHOG¶V FUHDWLYH ZRUN
V\VWHP HPHUJHG IURP WKH UXEEOH RI HDUOLHU IDLOXUHV WR HIIHFWLYHO\
FRPSHWH XVLQJ D 7D\ORULVW DSSURDFK WR ZRUN RUJDQL]DWLRQ DQG
DGYHUVDULDO UHODWLRQVKLSV EHWZHHQ ODERXU DQG PDQDJHPHQW $W
)HURG\QDFUHDWLYHZRUNV\VWHPZDVHVWDEOLVKHGLQDJUHHQILHOGVLWH
DV DQ LQWHJUDO FRPSRQHQW RI D KLJK URDG VWUDWHJ\ WR FRPSHWH RQ WKH
EDVLV RI H[FHSWLRQDOO\ KLJK TXDOLW\ DQG UHVSRQVLYHQHVV WR PDUNHW
UHTXLUHPHQWV ,Q VKDUS FRQWUDVW WR WKH RWKHU WZR*(¶VZRUN V\VWHP
GHPRQVWUDWHV WKH GHYDVWDWLQJ HIIHFWV RI D JOREDO PDQXIDFWXULQJ
VWUDWHJ\ RQ ORFDO ZRUN V\VWHPV ZRUNHUV DQG PDQDJHUV DQG
FRPPXQLWLHV 7RJHWKHU WKHVH FDVHV GHPRQVWUDWH WKH FRQWULEXWLRQ RI




6PLWKILHOG 7RRO LV RQH RI WKH IHZ VXUYLYLQJ XQLRQ PHWDOZRUNLQJ
SODQWV LQ 6SULQJILHOG0DVVDFKXVHWWV DQG D SURGXFHU RI KDQGWRROV
/LNHPRVW RWKHUPHWDOZRUNLQJ ILUPV LWV SHUIRUPDQFHGHWHULRUDWHG LQ
WKH V DQG V DV IRUHLJQ FRPSHWLWLRQ LQ VHYHUDO RI LWV NH\
SURGXFW OLQHV FRPELQHG ZLWK HDUOLHU IDLOXUHV WR LQYHVW LQ QHZ
WHFKQRORJLHV WKURXJKRXW WKH V DQG V ’XULQJ WKLV SHULRG
QXPHURXVFKDQJHVLQFRUSRUDWHRZQHUVKLSDQGDKLJKWXUQRYHULQWKH
PDQDJHPHQWWHDPJHQHUDWHGLQVWDELOLW\LQVWUDWHJLFDSSURDFKHV,QWKH
HDUO\ V IRU H[DPSOH 6PLWKILHOG LQYHVWHG  PLOOLRQ 
PLOOLRQ LQ D SURJUDP GHVLJQHG WR LPSURYHPDQXIDFWXULQJ SURFHVVHV
DQG FXW FRVWV +RZHYHU ZKHQ WKH VRXJKW DIWHU VDYLQJV UHPDLQHG
HOXVLYH  ZRUNHUV DOO PHPEHUV RI WKH ,QWHUQDWLRQDO 8QLRQ RI
(OHFWULFDO:RUNHUV,8( ORVW WKHLU MREV$VZRUNHUVDQGSURGXFWLRQ
OLQHV SHUPDQHQWO\ H[LWHG WKH SODQW VWUDLQV EHWZHHQ PDQDJHUV DQG
ZRUNHUV LQWHQVLILHG $ VHULHV RI OHQJWK\ VWULNHV HQVXHG DV KLJK
VHQLRULW\ ZRUNHUV IRXJKW WR SUHVHUYH WKH MRE FODVVLILFDWLRQ DQG
VHQLRULW\ SURYLVLRQV RI WKHLU FRQWUDFW DUJXLQJ WKDW LW ZDV WKHVH
PHDVXUHVWKDWNHSWWKHPHPSOR\HG%\WKHODWHV WKHZRUNIRUFH
GURSSHG WR DURXQG  ZRUNHUV QR LQYHVWPHQWV ZHUHPDGH LQ QHZ
WHFKQRORJ\DQGDFRQWLQJHQF\SODQWRFORVHWKHSODQWZDVGUDZQXS
$FFRUGLQJWRRQHXQLRQRIILFHUWKHSODQWZDV‡DWGHDWK¶VGRRU·
$OWKRXJKPDUNHG E\ SHUVLVWHQWO\ DGYHUVDULDO ODERXU UHODWLRQV DV WKH
XQLRQL]HG ZRUNIRUFH VFUDSSHG IRU VXUYLYDO WKHUH ZHUH SHUFHSWLEOH
FKDQJHV LQ  ZLWK WKH DUULYDO RI D QHZ SURGXFWLRQ PDQDJHU
$GGUHVVLQJ D UHJLRQDO JDWKHULQJ RI WUDGH XQLRQ OHDGHUV SODQW
PDQDJHUVDQGDFDGHPLFVWKHQHZPDQDJHUDQQRXQFHG
‡)UHGHULFN7D\ORULVGHDG7RGD\PDQDJHPHQWQHHGVDQHQWLUHO\
GLIIHUHQW V\VWHP &RRSHUDWLRQ DQG LQWHJUDWLRQ EHWZHHQ ODERXU
DQG PDQDJHPHQW LV WKH NH\ WR VXFFHVV LQ WRGD\¶V
PDUNHWSODFH7RVROYHLWVSUREOHPV6PLWKILHOGKDGWRUDGLFDOO\




WKH SODQW RSHQ LQ SDUW EHFDXVH LWV SULQFLSDO FXVWRPHU ZDQWHG WKHLU
SURGXFWPDQXIDFWXUHGLQWKH8QLWHG6WDWHV
7KH FRPSDQ\ DWWDFNHG SURGXFWLRQ LQHIILFLHQFLHV LQ HDUQHVW ZLWK WKH
LQYLWHG SDUWLFLSDWLRQ RI SURGXFWLRQZRUNHUV $OWKRXJK XQLRQ OHDGHUV
ZHUH VNHSWLFDO WKH\ XUJHG WKHLUPHPEHUV WR SDUWLFLSDWH LQ WKHZRUN
WHDPV 6RRQ DIWHUZDUG D QHZ FRPSDQ\ SXUFKDVHG WKH IDFLOLW\ DQG
6PLWKILHOG EHFDPH D VXEVLGLDU\ RI D SXEOLFO\ WUDGHG JOREDO
PDQXIDFWXULQJFRUSRUDWLRQZLWKDFRPPLWPHQWWRFRQWLQXHSURGXFWLRQ
D ELW ORQJHU LQ 6SULQJILHOG 2QH YLVXDO PDQLIHVWDWLRQ RI WKLV
FRPPLWPHQWZDVWKHH[SHQGLWXUHRIPLOOLRQPLOOLRQRQQHZ
PDFKLQHWRROV$-RLQW3URGXFWLYLW\&RXQFLO-3&FRPSULVHGRIIRXU
XQLRQLVWV DQG IRXU PHPEHUV RI PDQDJHPHQW ZDV DOVR HVWDEOLVKHG
FKDUJHG ZLWK VHYHQ REMHFWLYHV LQFOXGLQJ WKH HOLPLQDWLRQ RI D
VSHFLDOL]HG LQVSHFWLRQ IXQFWLRQ E\ EXLOGLQJ TXDOLW\ LQ DW WKH VRXUFH
WKHHVWDEOLVKPHQWRIKDQGVRQDQGFODVVURRPWUDLQLQJDQGWUDLQLQJIRU





HOLPLQDWHZRUN FHOOV DQG FUHDWH FRPELQH DQG HOLPLQDWH VNLOO OHYHOV
DQG MREFODVVLILFDWLRQVZLWKRXWQHJRWLDWLQJ FKDQJHVZLWK WKH ,8( ,Q
UHWXUQ IRU WKLV VKRS IORRU IOH[LELOLW\ ZRUNHUV ZHUH JXDUDQWHHG
HPSOR\PHQW VHFXULW\ DQG D VKDUH LQ SURGXFWLYLW\ JDLQV WKURXJK
PRQWKO\ ERQXVHV 8QLRQ RIILFLDOV SDUWLFLSDWHG LQ PHHWLQJV WR
GHWHUPLQH WKH ERQXVHV DQG WKH FRPSDQ\ ZDV UHTXLUHG WR VKDUH
ILQDQFLDO LQIRUPDWLRQ ZLWK WKH XQLRQ 6PLWKILHOG¶V FRPSHQVDWLRQ
V\VWHP ZDV EDVHG RQ NQRZOHGJH DQG VNLOO ZLWK HTXDOO\ VKDUHG
TXDUWHUO\ ERQXVHV FRQWLQJHQW RQ WKH SODQW¶V DFKLHYHPHQW RI GHILQHG






LPSURYHPHQW SURMHFWV DQG HDFK WHDP UHFHLYHG D EXGJHW IRU SURMHFW
LPSOHPHQWDWLRQ‡,GHD%RDUGV·ZHUHORFDWHGWKURXJKRXWWKHVKRSDQG
ZRUNHUVZHUHHQFRXUDJHGWRZULWHGRZQGDLO\SURGXFWLRQSUREOHPVDV
WKH\ RFFXUUHG 7KH ‡LGHD ERDUGV· SURYLGHG HYHU\RQH ZLWK YLVLEOH
SURRIWKDWLGHDVZHUHUHVSRQGHGWRDQGWKDWFKDQJHVZHUHEHLQJPDGH
([SOLFLWHPSOR\PHQWVHFXULW\ODQJXDJHWRRNHIIHFWZKHQLPSURYHPHQW




OLQHV ZRXOG EH PRYHG RXW RI 6SULQJILHOG DV ORQJ DV PDUNHWV ZHUH











)HURG\Q LV D JUHHQILHOG VWHHO SURFHVVLQJ SODQW ORFDWHG LQ D UXUDO
0LGZHVWHUQFRPPXQLW\ ,Q UHVSRQVH WRVHULRXV LQGXVWU\GLIILFXOWLHV
GXULQJ WKH V DQG V )HURG\Q ZDV EXLOW DV D MRLQW YHQWXUH
EHWZHHQ $PHULFDQRZQHG /DQGLV 6WHHO &RPSDQ\ DQG D ODUJH
-DSDQHVHRZQHG VWHHO FRPSDQ\ 7KH SODQW SURGXFHV KLJK TXDOLW\
ILQLVKHG VWHHO FRLOV XVLQJ D FRPSXWHUL]HG VWDWHRIWKHDUW FRQWLQXRXV
SURGXFWLRQ SURFHVV IRU FXVWRPHUV LQ WKH DXWRPRELOH DSSOLDQFH DQG

RIILFH IXUQLWXUH LQGXVWULHV ,WV LQWHUQDO ODERXU PDUNHW VWUDWHJ\ DQG
ZRUN V\VWHP ZHUH GHVLJQHG WR DFFRPPRGDWH ERWK WKH WHFKQRORJ\
HPSOR\HG DQG FRQVXPHU GHPDQG IRU VWHHO RI FRQVLVWHQWO\ DQG
H[FHSWLRQDOO\ KLJK TXDOLW\ 7HDPZRUN VKDUHG UHVSRQVLELOLW\ DQG
EURDGO\ GHILQHG MREV FKDUDFWHUL]HG WKH RUJDQL]DWLRQ RI ZRUN -RE
ODGGHUVZHUHIODWZLWKSURPRWLRQOLQHVEDVHGRQWUDLQLQJNQRZOHGJH
DQG VNLOO DQG WKH H[SHFWDWLRQ WKDW DOO HPSOR\HHV ZRXOG DGYDQFH WR
IXOO\TXDOLILHGVWDWXV6HOIGLUHFWHGDXWRQRPRXV WHDPVZHUHDVVLJQHG
FRQWURO RYHU WKH HQWLUH SURFHVV ZLWK DXWKRULW\ WR PDNH RQWKHOLQH
GHFLVLRQV UHJDUGLQJ SURGXFWLRQ SURGXFW TXDOLW\ DQG SXUFKDVLQJ
,QVWHDG RI VXSHUYLVRUV HQJLQHHUV DQG RWKHU PDQDJHPHQW UHVRXUFHV
ZHUHDYDLODEOHDVQHHGHG+RZHYHUGXULQJWKHVHFRQGDQGWKLUGVKLIWV
HDFKGD\DQGRQZHHNHQGVWKHUHZHUHQRPDQDJHULDORUZKLWHFROODU
SHUVRQQHO LQ WKH SODQW 7KXV  RXW RI WKH  VKLIWV SHUZHHNZHUH
PDQDJHGE\ WKHZRUNIRUFHZLWK OLWWOHRUQR VXSHUYLVLRQ ,QIRUPDWLRQ




SURYLGHG RSSRUWXQLWLHV WR GLYRUFH LWVHOI IURP WKH WUDGLWLRQDO ODERXU
PDUNHW V\VWHP LQ VWHHO DQG WRSXUVXH D UDGLFDOO\GLIIHUHQW V\VWHP LQ
WKH QHZ IDFLOLW\ (PSOR\HHV ZHUH FDUHIXOO\ VHOHFWHG EDVHG RQ
FRRSHUDWLYHQHVV DQG FDSDFLW\ IRU ZRUNLQJ LQ JURXSV IOH[LELOLW\
PRWLYDWLRQDQG WUDLQDELOLW\7KH\ZHUH WKHQ WUDLQHG LQERWK WHFKQLFDO
DQG VRFLDO VNLOOV IRU D \HDU SULRU WR VWDUWXS SDUW RIZKLFK LQFOXGHG
WUDLQLQJ LQ -DSDQ WR JDLQ H[SHULHQFH DQG LQVLJKW LQWR WKH HIIHFWLYH
RSHUDWLRQRIDSODQWOLNH)HURG\Q
7RSURPRWH HPSOR\HH FRPPLWPHQW WR WKH)HURG\QZRUN V\VWHPDQG
LWV REMHFWLYHV EDUJDLQLQJ XQLW HPSOR\HHV ZHUH JXDUDQWHHG
HPSOR\PHQWVHFXULW\DQGDERQXVV\VWHPEDVHGRQWHDPSHUIRUPDQFH




WUDLQLQJ LQ VRFLDO VNLOOV LQFOXGLQJ WHDPZRUN WHDP EXLOGLQJ DQG
FRPPXQLFDWLRQVNLOOV)HURG\Q¶VFRPSHQVDWLRQV\VWHPZDVDSD\IRU
NQRZOHGJH V\VWHP ZKHUH ZRUNHUV¶ SD\ UHIOHFWHG WKHLU VNLOO
FODVVLILFDWLRQ OHYHO $OO ZRUNHUV ZHUH JXDUDQWHHG D KRXU ZHHN
JHQHUDWLQJ UHODWLYHO\ KLJK DQQXDO LQFRPHV E\ ORFDO DQG LQGXVWU\
VWDQGDUGV     LQ  LQFOXGLQJ ERQXVHV /DERXU
UHODWLRQVZHUH DPLFDEOH DQG FKDUDFWHUL]HG E\ D KLJK GHJUHH RI WUXVW
DQGPXWXDOUHVSHFWEDVHGRQOHDUQLQJWKURXJKH[SHULHQFHWKDWSDUWLHV
FRXOGEHGHSHQGHGRQWRNHHSWKHLUSURPLVHVDQGFRPPLWPHQWV
$IWHU UHDFKLQJ VWHDG\ VWDWH RSHUDWLQJ OHYHOV WKH )HURG\Q SURGXFWLYH
V\VWHP ZDV KLJKO\ HIIHFWLYH UHLQIRUFLQJ SODQWOHYHO VWUDWHJLHV DQG
EHKDYLRXU ,W VHW ZRUOG UHFRUGV IRU HIILFLHQF\ DQG SURGXFW TXDOLW\
(PSOR\HHSHUIRUPDQFHERQXVHVZHUH KLJK DYHUDJLQJ DSSUR[LPDWHO\
  SHU TXDUWHU     SHU \HDU 7KH
)HURG\QZRUNV\VWHPZDVDOVRH[HPSODU\DWWUDFWLQJ WKHDWWHQWLRQRI
PRUHWKDQRQHWHDPRIUHVHDUFKHUVZKRLGHQWLILHGLWDVDVXUSULVLQJO\
FUHDWLYH ZRUN V\VWHP (PSOR\HH WXUQRYHU DQG JULHYDQFHV ZHUH
YLUWXDOO\QRQH[LVWHQWDQG)HURG\QHPSOR\HHVRYHUZKHOPLQJO\DJUHHG
WKDW LWZDV D JRRG SODFH WRZRUN$FFRUGLQJ WR RQH EDUJDLQLQJ XQLW
HPSOR\HH‡,WIHOWOLNHDFDUHHUQRWDMRE)RUPHLWZDVDOZD\VZKDW,
WKRXJKWZRUNVKRXOGEH·6LPLODUO\D WRS)HURG\QPDQDJHUVDLG‡,W
ZDV H[FLWLQJ WR KDYH WKH RSSRUWXQLW\ WR WDNH WKLV ULGH RI D OLIHWLPH
ZKHUHRXULQVWUXFWLRQVZHUHWRJRRXWWKHUHDQGUXQWKLVFRPSDQ\·
’HVSLWH WKHVH VXFFHVVHV DQG )HURG\Q¶V REYLRXV SURILWDELOLW\ LQWHQVH
FRPSHWLWLRQ IURP JOREDO ORZ FRVW SURGXFHUV DQG SUHVVXUH IURP
FXVWRPHUV WRVHOOKLJKTXDOLW\ VWHHO DW DFRPSHWLWLYHSULFHSUHYHQWHG
)HURG\Q IURP H[WUDFWLQJ D SUHPLXP IRU LWV KLJK TXDOLW\ SURGXFWV
$FFRUGLQJWRWKHORFDOXQLRQSUHVLGHQW‡:KHQZHVWDUWHGRXUSURGXFW
ZDV JRLQJ WR EH VR PXFK EHWWHU WKDQ WKH FRPSHWLWLRQ WKDW LW ZRXOG
FRPPDQG D SUHPLXP %XW WKDW QHYHU KDSSHQHG 0DUNHW SUHVVXUHV
QHYHU DOORZHG XV WR H[WUDFW WKH H[SHFWHG SUHPLXP· 7KXV VLQFH
)HURG\QRSHUDWHG LQDQ LQGXVWU\SRSXODWHGE\ ORZ URDGFRPSHWLWLRQ
DQG ZDV D VXSSOLHU WR FXVWRPHUV ZKR WRR ZHUH XQGHU SUHVVXUH WR

FRPSHWH RQ FRVW DQG SULFH LW ZDV YXOQHUDEOH WR SUHVVXUH IURP ORZ
URDGILUPVLQERWKLWVRZQDQGLWVFXVWRPHUV¶PDUNHWV
’XULQJ WKH LPSOHPHQWDWLRQ DQG GHYHORSPHQW VWDJHV RI RSHUDWLRQ
YLVLRQDU\FRUSRUDWHPDQDJHPHQWDQGLQWHUQDWLRQDOXQLRQVXSSRUWZHUH
LPSRUWDQW LQ VKDSLQJ WKH QHZ FRPSDQ\ /DQGLV¶V &(2 DQG WKH
SUHVLGHQWRI WKH8QLWHG6WHHOZRUNHUVRI$PHULFD86:$ZHUHDYLG
VXSSRUWHUVRI WKH)HURG\QSURGXFWLYHV\VWHP,WDOVRKDG WKHVXSSRUW
RI WRSSODQWPDQDJHPHQWDQGXQLRQ OHDGHUVKLS ,Q WKLVFRQWH[WSODQW
OHYHOHPSOR\HHVERXJKWLQWRWKHV\VWHPDQGLWWKULYHGGHVSLWHVKLIWLQJ
SUHVVXUHVIURP/DQGLV6WHHO&RPSDQ\ZLWKFKDQJHVLQ&(2FRPSDQ\
SUHVLGHQW DQGPDQDJHPHQW SKLORVRSK\GXULQJ WKH V$FFRUGLQJ
WR D WRS PDQDJHULDO UHSUHVHQWDWLYH DW )HURG\Q WKH FKDQJHV LQ
PDQDJHPHQW ZHUH WKH JUHDWHVW VWUHVVHV RSHUDWLQJ RQ WKH VXEVLGLDU\
EHFDXVH‡LWSXOOHGXVLQDOOGLIIHUHQWGLUHFWLRQV·
’HVSLWH RXWZDUG DSSHDUDQFHV KRZHYHU WKHUH ZDV HYLGHQFH WKDW
)HURG\Q¶V FUHDWLYH ZRUN V\VWHP ZDV QHYHU HIIHFWLYHO\
LQVWLWXWLRQDOLVHG PDNLQJ LW YXOQHUDEOH WR FKDQJHV LQ DQG SUHVVXUHV
IURP LWV HQYLURQPHQW ERWK LQWHUQDO DQG H[WHUQDO $ VXEVLGLDU\ RI
/DQGLV6WHHO&RPSDQ\)HURG\QZDVQHYHUDOHJDOO\RULQVWLWXWLRQDOO\
LQGHSHQGHQWHQWLW\7KLVPHDQWWKDWLWZDVVXEMHFWWRGHFLVLRQVPDGHDW
WKHFRUSRUDWHOHYHO WKDWPD\RUPD\QRWEHLQWKHEHVW LQWHUHVWRI WKH
SODQW )DLOXUH WR WUDLQ QHZ PDQDJHUV LQ WKH WHFKQLFDO DQG VRFLDO
UHTXLUHPHQWVRI WKHZRUNV\VWHPVHUYHG WRVORZO\EXWVWHDGLO\HURGH
WKH )HURG\Q ZRUN FXOWXUH $OWKRXJK WKH LQLWLDO HPSOR\HH EDVH DW





RIILFH DQG WKH XQLRQZDV DOVR XQVWDEOH LQ WKDW LW ZDV GHSHQGHQW RQ
SHUVRQDOLWLHV)HURG\Q¶VILUVWSODQWSUHVLGHQWZDVDQRIILFHURI/DQGLV
6WHHO &RPSDQ\ ZLWK D GLUHFW UHSRUWLQJ UHODWLRQVKLS WR /DQGLV¶V

SUHVLGHQW 8QGHU KLV OHDGHUVKLS OLQHV RI DXWKRULW\ ZHUH GLUHFW
)HURG\Q PDQDJHUV UHSRUWHG WR )HURG\Q¶V SUHVLGHQW ZKR LQ WXUQ
UHSRUWHGWR/DQGLV¶VSUHVLGHQW)HURG\Q¶VORFDOXQLRQDOVRKDGVWURQJ
VXSSRUW IURP WKH LQWHUQDWLRQDO 86:$ DV WKH\ IRUJHG D PRUH
FRRSHUDWLYHUHODWLRQVKLSZLWKWKHFRPSDQ\GHVSLWHSHUVLVWHQWWHQVLRQV
EHWZHHQ WKH)HURG\Q ORFDODQG WKH ORFDODW/DQGLV¶VPDLQSODQW7KH
UHWLUHPHQW RI WKH 86:$ SUHVLGHQW LQ  DQG )HURG\Q¶V SODQW
SUHVLGHQW LQ  OHIW WKH SODQWZLWKRXW VWURQJ OHDGHUVKLS SURWHFWLRQ
DQGVXSSRUWPDNLQJLWYXOQHUDEOHWRRSSRVLQJPDQDJHULDOSDUDGLJPV
DQG DQ XQV\PSDWKHWLF XQLRQ SRVLWLRQ UHJDUGLQJ WKH W\SH RI ZRUN
V\VWHPLWHPERGLHG:LWKWKHUHWLUHPHQWRI)HURG\Q¶VILUVWSUHVLGHQW
UHSRUWLQJ UHODWLRQVKLSV ZLWKLQ )HURG\Q DQG EHWZHHQ )HURG\Q DQG
/DQGLV ZHUH XQLODWHUDOO\ FKDQJHG LQ DQ HIIRUW WR FHQWUDOL]H FRQWURO
)HURG\Q¶VQHZSUHVLGHQWIRUH[DPSOHQRZUHSRUWVWRDYLFHSUHVLGHQW
DW /DQGLV 6WHHO &RPSDQ\ PXFK OLNH D SODQW PDQDJHU ZRXOG 7KLV
FKDQJH KDV VXEVWDQWLDOO\ UHGXFHG WKH SODQW¶V UHODWLYH SRVLWLRQ DQG
VHFXULW\ZLWKLQWKHFRUSRUDWHSURGXFWLYHV\VWHP
7KH )HURG\Q ZRUN V\VWHP ZDV DOVR YXOQHUDEOH WR WKH LPSDFW RI
GHFLVLRQV PDGH E\ /DQGLV 6WHHO &RPSDQ\ WKDW ZRXOG DIIHFW LWV
RZQHUVKLS VWUXFWXUH DQG PDQDJHPHQW $OWKRXJK FOHDUO\ SURILWDEOH
DQG RQH RI WKH ODUJHVW $PHULFDQ VWHHO SURGXFHUV /DQGLV ZDV D
UHODWLYHO\VPDOOSOD\HU LQDQ LQFUHDVLQJO\JOREDOPDUNHWSODFH2QWRS
RI WKLV JOREDO PDUNHW SUHVVXUHV VWHDGLO\ SXVKHG VWHHO SULFHV GRZQ
JLYLQJULVH WRZLGHO\SXEOLFL]HGFRPSODLQWVRIGXPSLQJ$VD UHVXOW
GHVSLWH LWV UHODWLYH HIILFLHQF\ DQG UHFRUGHG SURILWV IRU IRXU VWUDLJKW
\HDUV VWHHO VWRFNSULFHV LQ JHQHUDO DQG/DQGLV¶V LQ SDUWLFXODUZHUH
DFFRUGHG D ORZ YDOXDWLRQ E\ :DOO 6WUHHW 7KLV ZDV D FRQWLQXDO
IUXVWUDWLRQ WR /DQGLV¶V WRSPDQDJHUVPDQ\ RIZKRZHUH WHUPLQDWHG
GXULQJWKHVIRUIDLOXUHWRJHQHUDWHVKDUHYDOXHDSSUHFLDWLRQ%\
WKHODWHVXQGHUSUHVVXUHIURPDJURXSRILQVWLWXWLRQDOLQYHVWRUV
/DQGLV¶V FKDLUPDLQ RI WKH ERDUG DQG FKLHI H[HFXWLYH RIILFHU &(2
GHFLGHGLWQHHGHG‡WRILQGDEX\HU·DVSUHVVXUHVIURPVKDUHKROGHUVWR
ERRVW VKDUH SULFHV E\ VHOOLQJ WR D ODUJHU JOREDO SOD\HU JUHZ PRUH
LQWHQVH ,Q  LQ D TXLFNO\ QHJRWLDWHG EX\RXW 0D[LPHWDO D

JOREDO VWHHO KROGLQJ FRPSDQ\ WRRN DGYDQWDJH RI WKH VWUXFWXUDO
ZHDNQHVV LQ VWHHO VWRFNYDOXHVDQG/DQGLV¶V DQ[LRXVQHVV WR LPSURYH
WKHP,WSXUFKDVHG/DQGLVDQG/DQGLV¶VVKDUHLQ)HURG\QZKLFKE\
QRZZDV D UHVWUXFWXUHG DQG HIILFLHQW LQWHJUDWHG VWHHO FRPSDQ\ DW D
UHODWLYHO\ ORZ SULFH 7KH UHVXOWLQJ FKDQJH LQ PDQDJHPHQW DQG
XQFHUWDLQW\ DERXW0D[LPHWDO¶V ORQJWHUPEXVLQHVV SODQ DGGHG WR WKH
SUHVVXUHVDOUHDG\RSHUDWLQJRQ)HURG\Q$FFRUGLQJWR)HURG\Q¶VORFDO
XQLRQSUHVLGHQW ‡,W¶V UHDOO\ URXJK WR EH OHIW LQ D YDFXXP WR WU\ DQG
ILJXUHRXW0D[LPHWDO¶VEXVLQHVVPRGHOEHFDXVHZHGRQ¶WNQRZZKDW




FKRVH WR SXUVXH LQ EXLOGLQJ WKH )HURG\Q IDFLOLW\ 0D[LPHWDO¶V ILUVW
DFWLRQIROORZLQJWKHWDNHRYHUZDVWRUHGXFHPDQDJHULDOHPSOR\PHQW
E\SHUFHQW LQ/DQGLV6WHHO&RPSDQ\ZKLFK LQFOXGHGD UHGXFWLRQ
RI RQH WKLUG DW )HURG\Q ,W UHVWUXFWXUHG OLQHV RI DXWKRULW\ VXFK WKDW
FRQWURO LV QRZ PRUH FHQWUDOL]HG LQ /DQGLV 6WHHO &RPSDQ\
$GGLWLRQDOO\ PDQ\ )HURG\Q HPSOR\HH ULJKWV DQG UHVSRQVLELOLWLHV
UHODWLQJ WR SURGXFWLRQ ZHUH UHPRYHG )RU H[DPSOH )HURG\Q
EDUJDLQLQJXQLWHPSOR\HHVQRORQJHUFKRRVHDQGRUGHUIURPYHQGRUV
UHJXODU WUDLQLQJ KDV FHDVHG VFKHGXOHG HTXLSPHQW PDLQWHQDQFH KDV
EHHQUHGXFHGDQGWKHIORZRILQIRUPDWLRQKDVVWRSSHG
$VDUHVXOWRI WKHVHGHYHORSPHQWVDQGH[SHFWDWLRQVDERXW WKH IXWXUH
)HURG\QPDQDJHULDO DQG EDUJDLQLQJ XQLW HPSOR\HHV DUH LQFUHDVLQJO\
GHPRUDOL]HGDQGIHDUIXORIWKHQH[WVWDJHLQWKHSURFHVV3HUKDSVPRVW
FRQFHUQHG DUH UHPDLQLQJ SODQW PDQDJHPHQW SHUVRQQHO ZKR GR QRW
KDYH HPSOR\PHQW VHFXULW\ RU FRQWUDFWXDO SURWHFWLRQ $ KLJK OHYHO
PDQDJHU DW )HURG\Q FRPPHQWHG WKDW ‡DOPRVW HYHU\RQH LV QRZ




VR RYHU WKH ORQJ WHUP LV XQFHUWDLQ $FFRUGLQJ WR WKH ORFDO XQLRQ
SUHVLGHQW
‡,¶P ZRUULHG DERXW 0D[LPHWDO¶V DSSURDFK DQG RXU FXUUHQW
FXVWRPHU EDVH 7KH ORQJWHUP TXHVWLRQ LV ZKHWKHU ZH ZLOO EH
DEOHWRPDLQWDLQWKHW\SHRIFXVWRPHUEDVHZHZHUHEXLOWWRKDYH
7KH\KDYHWKHKLJKHVWTXDOLW\VWDQGDUGVLQWKHLQGXVWU\·
$OUHDG\ WKHUH LV HYLGHQFH RI GHWHULRUDWLQJ TXDOLW\ ZKLFK LI LW
FRQWLQXHV ZLOO MHRSDUGL]H )HURG\Q¶V DELOLW\ WR PDLQWDLQ LWV FXUUHQW
FXVWRPHUEDVH$FFRUGLQJWRWKHORFDOXQLRQSUHVLGHQWGXULQJWKHILUVW
TXDUWHURI)HURG\QXVHGXSPRUH WKDQKDOIRI LWV DQQXDO UHMHFW
DOORWPHQWIRUVHYHUDORILWVPDMRUFXVWRPHUVEHFDXVHRILQIHULRUTXDOLW\
VWHHO LQSXWV+H OLNHQHG )HURG\Q¶V VLWXDWLRQ WR D FDU ZKRVH KRRG LV
ZHOGHGVKXW‡,ILWLVDZHOOEXLOWFDULWFDQJRDJRRGORQJWLPHEHIRUH




GUDPDWLF LQFUHDVH LQ WKH UDWHRIJULHYDQFHV ,QDW WKHXQLRQ¶V
LQVLVWHQFHWKHFROOHFWLYHEDUJDLQLQJDJUHHPHQWVEHWZHHQ/DQGLV6WHHO
&RPSDQ\DQGLWVILYHXQLRQORFDOVZHUHQHJRWLDWHGDWWKHVDPHWLPHWR
SUHYHQW WKHSRVVLELOLW\RIZKLSVDZLQJRQH ORFDO DJDLQVW WKHRWKHU ,Q
WKLV DJUHHPHQWPDMRU JDLQVZHUHPDGH E\ WKH XQLRQ$PRQJ WKHVH
WKH SHQVLRQ SURYLVLRQ ZDV LQFUHDVHG DV SDUW RI WKH VWHHO LQGXVWU\




*HQHUDO (OHFWULF *( LV WKH JOREDO PDUNHW OHDGHU LQ VXSSO\LQJ
HQJLQHVWRSRZHUDLUFUDIWRIDOOW\SHV,QMHWHQJLQHPDQXIDFWXULQJDV
LQPDFKLQHWRROVDQGVWHHOWKHHPSOR\PHQWSLFWXUHKDVEHHQJORRP\




GHFOLQLQJ GHIHQVH RUGHUV WKH UHFRYHU\ RI WKH DLUFUDIWPDUNHW E\ WKH





 ELOOLRQ  ELOOLRQ LQ VDOHV WUDQVODWLQJ LQWR DQ RSHUDWLQJ
PDUJLQRISHUFHQW+RZHYHUWKLVPDUNHWVWUHQJWKDQGEULJKWSURILW
SLFWXUHIDLOHGWRSURYLGHEHQLILWVIRU*(¶V$PHULFDQZRUNIRUFH*(¶V
MHW HQJLQHPDQXIDFWXULQJ FRPSOH[ LQ /\QQ0DVVDFKXVHWWV HPSOR\V
RYHU  PHPEHUV RI WKH ,8( DQG LV H[WUHPHO\ LPSRUWDQW WR WKH
HFRQRP\ RI (DVWHUQ 0DVVDFKXVHWWV ,Q WKLV IDFLOLW\ *( KDV
LPSOHPHQWHG QXPHURXV VKRS IORRU SURJUDPPHV GHVLJQHG WR ERRVW
SURGXFWLYLW\LPSURYHTXDOLW\DQGFDSWXUHSURGXFWLRQFRVWDGYDQWDJHV
WKURXJKFRQWLQXRXVLPSURYHPHQWRQWKHVKRSIORRU+RZHYHUXQOLNH
6PLWKILHOGDQG)HURG\Q MREVHFXULW\ZDVQRW OLQNHG WR WKHVHHIIRUWV
,Q IDFW *( ZRUNHUV PRUH RIWHQ KDYH EHHQ XVHG DV SDZQV LQ *(¶V
JOREDOPDQXIDFWXULQJVWUDWHJ\6WDUWLQJ LQ WKH ODWH¶V*(PRYHG
WR SDUDOOHO SURGXFWLRQ WKH SUDFWLFH RI EXLOGLQJ VHYHUDO SURGXFWLRQ
IDFLOLWLHV FDSDEOH RI KDQGOLQJ WKH VDPHZRUN %\ VR GRLQJ LW FRXOG
H[WUDFWXQLRQFRQFHVVLRQVXQGHUWKHYHU\UHDOWKUHDWRIZRUNUHPRYDO
7KXV SDUDOOHO SURGXFWLRQ VHUYHG DV D PHDQV WR UHDVVHUW ZRUNSODFH
FRQWUROILUVWE\PLQLPL]LQJWKHSRWHQWLDOGDPDJHVWULNHVFRXOGFDXVH
DQG E\ SURYLGLQJ WKH OHYHUDJH QHHGHG WR FRPSHO FKDQJHV LQ ZRUN
RUJDQL]DWLRQ

7KLV RFFXUUHG LQ WKH ODWH V ZKHQ *( EHJDQ WR LPSOHPHQW
FRQWLQXRXV LPSURYHPHQW VWUDWHJLHV FDOOHG WKH ‡*(:RUNRXW· LQ LWV
DLUFUDIW HQJLQH SODQWV 7KLV SURJUDPPHZDV GHVLJQHG WR DFFRPSOLVK
IRXU WKLQJVHVWDEOLVK WUXVWRQ WKH IDFWRU\ IORRUEHWZHHQZRUNHUVDQG
PDQDJHUV HPSRZHU HPSOR\HHV WR PDNH SURGXFWLRQ LPSURYHPHQW
VXJJHVWLRQV HOLPLQDWH XQQHFHVVDU\ ZRUN DQG HVWDEOLVK D QHZ VKRS
IORRU SDUDGLJP RI ERXQGDU\OHVV ZRUN $V SDUW RI WKLV VWUDWHJ\ *(
VRXJKW WR FKDQJH WKH XQLRQ ODERU DJUHHPHQW WR HOLPLQDWH MRE

FODVVLILFDWLRQV DQG EURDGHQ WKH WDVNV ZRUNHUV ZHUH H[SHFWHG WR
SHUIRUP (PSOR\HHV ZHUH WROG WR ZHOFRPH WKH IUHHGRP WKDW
ERXQGDU\OHVVZRUNRIIHUHGDQG‡WRWDNHDGYDQWDJHRILWE\XVLQJWKHLU
PLQGV FUHDWLYHO\ WR ILJXUH RXW KRZ WR LPSURYH WKH FRPSDQ\¶V
RSHUDWLRQV· *(¶V (YHQGDOH 2KLR DLUFUDIW HQJLQH IDFLOLW\ ZDV WKH
ILUVW WR UHVSRQG :KHQ ZRUNHUV WKHUH UHIXVHG WR UDWLI\ FRQWUDFW
FKDQJHVWKHFRPSDQ\VKLIWHGZRUNWRRWKHUIDFLOLWLHV)RUW\SHUFHQWRI
DOOSDUWVPDGHDW(YHQGDOHZHUHUHPRYHGDQGZRUNHUVORVWWKHLU
MREV *( WKHQ WXUQHG WR LWV ZRUNIRUFH LQ /\QQ VHHNLQJ WKH VDPH
FRQWUDFW FRQFHVVLRQV RQO\ WR EH VLPLODUO\ UHEXIIHG &KDVWHQHG EXW
PRYLQJVWUDLJKWDKHDGPDQDJHUVVKLIWHGZRUNIURP/\QQDQGRIIHUHG
LW WR (YHQGDOH LI WKH\ ZRXOG DFFHSW *(¶V ZRUN UHRUJDQL]DWLRQ
GHPDQGV6RPHFKDQJHVZHUHDFFHSWHGWKHUHDQGMREVZHUHUHORFDWHG
WR2KLR(YHQWXDOO\WKH/\QQORFDODJUHHGWRPRGLILFDWLRQDVZHOOWR
LQWURGXFH *(¶V PXOWLVNLOOLQJ SURJUDP +RZHYHU XQOLNH WKH
UHRUJDQL]DWLRQDW6PLWKILHOGDQG)HURG\Q WKHFKDQJHVDW/\QQFDPH
IURPFRHUFLRQ
,Q *( LQWURGXFHG LWV ‡6L[6LJPD· SURJUDPPH WKH FRPSDQ\¶V
ODWHVW LPSURYHPHQW SURJUDP 6L[ 6LJPD DLPHG DW HVWDEOLVKLQJ D
YLUWXDOO\GHIHFWIUHHFRPSDQ\0LOOLRQVRIGROODUVZHUHVSHQWWUDLQLQJ
WRSPDQDJHUVLQWKHWHFKQLTXHVQHHGHGWRLPSOHPHQWWKHSURJUDPPH
EXW QR SURGXFWLRQ ZRUNHUV ZHUH WUDLQHG 8QOLNH 6PLWKILHOG DQG
)HURG\QZKHUHXQLRQLVWVNQHZWKDWSURGXFWLRQ LPSURYHPHQWVZRXOG
WUDQVODWH WR ZDJH ERQXVHV DW /\QQ ‡,QFHQWLYH ERQXVHV DUH UHVHUYHG
IRUPDQDJHPHQW7KH WKUHDW RI MRE ORVV GXH WR VKLIWV RIZRUN LV WKH
RQO\LQFHQWLYHKHOGRXWIRUSURGXFWLRQZRUNHUV·
,Q ODWH  *( IOH[HG LWV JOREDO PXVFOHV WR PRYH ZHOO EH\RQG
SDUDOOHOGRPHVWLFSODQWVDQGZRUNIRUFHGLVORFDWLRQLQLWVRZQUDQNVWR
IRFXV RQ LWV ODUJH VXSSOLHU EDVH *( KRVWHG D VHULHV RI FRQIHUHQFHV
ZKHUH LW LQWURGXFHG ‡*OREDOL]DWLRQ DQG 6XSSOLHU 0LJUDWLRQ· D 
SDJH UHSRUW GHVFULELQJ LWV FRVWFXWWLQJ VWUDWHJ\ WR VXSSOLHUV ,QZKDW
%XVLQHVV :HHN GHVFULEHG DV D ‡VXSHUDJJUHVVLYH URXQG RI FRVW
FXWWLQJ· VXSSOLHUV ZHUH SUHVVXUHG WR DFKLHYH  WR  SHUFHQW FRVW





SDUWLFLSDWH DQGZLOO KHOS EXW LI \RXGRQ¶WZHZLOOPRYH RQZLWKRXW
\RX· 7KH EHQHILWV IRU VXFK D PRYH WR 0H[LFR DFFRUGLQJ WR *(
LQFOXGHGDYHUDJHGDLO\ZDJHUDWHVRIIULHQGO\XQLRQVDQG




7KLV SURJUDP LV OLNHO\ WR FRVW WKRXVDQGV RI VNLOOHGPDFKLQLVWV WKHLU
MREVLQWKHQH[WWZRWRWKUHH\HDUVZKLOHLW‡FKLOOV·HIIRUWVWRH[WHQG
ODERXU – PDQDJHPHQW FRRSHUDWLRQ LQ KXQGUHGV RI LQGHSHQGHQWO\
RZQHG PLGVL]H PHWDOZRUNLQJ ILUPV DQG GHVWUR\V FUHDWLYH ZRUN
V\VWHPV WKDW PLJKW H[LVW LQ WKHVH FRPSDQLHV 2QH VXSSOLHU DOUHDG\
DIIHFWHG LV $PHWHN $HURVSDFH D XQLRQL]HG SODQW LQ :LOPLQJWRQ
0DVVDFKXVHWWV 6FRUHV RI$PHWHN¶V ,8(ZRUNHUV KDYH EHHQ QRWLILHG
WKDWWKH\ZLOOORVHWKHLUMREVZKHQZRUNLVWUDQVIHUUHGWRDQDHURVSDFH
LQGXVWULDO SDUN XQGHU FRQVWUXFWLRQ LQ 0RQWHUUH\ 0H[LFR $W WKH
$PHWHNSODQWPDQDJHUVDQGXQLRQZRUNHUVKDGWRJHWKHULPSOHPHQWHG
DFUHDWLYHZRUNV\VWHP$FFRUGLQJWRWKHORFDOXQLRQSUHVLGHQW‡:H
KDG PXOWLVNLOOHG WKH ZRUNIRUFH LQ D XQLRQ QHJRWLDWLRQ DQG KDG
EURXJKW VWDWH WUDLQLQJPRQH\ WR LQFUHDVH WKHZRUNIRUFH¶V VNLOO OHYHO
:H KDG WKRXJKW ZH ZHUH GRLQJ HYHU\WKLQJ ULJKW DQG VR KDG
$PHWHN· 7KHZRUN WUDQVIHU DOVR FRPHV GHVSLWH XQLRQ DQGZRUNHU
LQYROYHPHQWLQQXPHURXVPDQXIDFWXULQJLPSURYHPHQWSURJUDPPHVDW
$PHWHN $FFRUGLQJ WR WKH ORFDO XQLRQ SUHVLGHQW XQWLO $PHWHN ZDV





WRS TXDOLW\ FRPSDQ\ $0(7(. WR H[SRUW LWV MREV DQG





7KH ‡VXSSOLHU PLJUDWLRQ SURJUDPPH· ILWV ZHOO ZLWK *( &(2 -DFN
:HOFK¶V ILJXUDWLYH YLVLRQ IRU WKH FRUSRUDWLRQ ‡,GHDOO\ \RX¶G KDYH
HYHU\SODQW\RXRZQRQDEDUJH·KHUHFHQWO\VWDWHGUHDG\WRPRYHLI
DQ\ QDWLRQDO JRYHUQPHQW WULHG WR LPSRVH UHVWUDLQWV RQ WKH IDFWRULHV¶
RSHUDWLRQV RU LI ZRUNHUV GHPDQGHG EHWWHU ZDJHV DQG ZRUNLQJ
FRQGLWLRQV-XVWDVLWVKLIWHGZRUNEHWZHHQLWV86SODQWVLQWKHV
DQG V *( QRZ PRYHV ZRUN EHWZHHQ ORZZDJH FRXQWULHV *(
UHFHQWO\ VKXWWHUHG D IDFWRU\ LQ 7XUNH\ WR PRYH LW WR ORZHUZDJH
+XQJDU\ DQG LW KDV WKUHDWHQHG WR FORVH D IDFWRU\ LQ +XQJDU\ DQG
PRYH LW WR ,QGLD 8QLRQ RIILFLDOV LQ 0DOD\VLD VD\ WKH\ IHDU *(
‡SXWWLQJRXUSODQWRQDEDUJHDQGPRYLQJ WR9LHWQDP·DFFRUGLQJ WR
,QWHU3UHVV 6HUYLFH *(¶V DSSURDFK WR ODERU UHODWLRQV LV FOHDUO\ WKH
RSSRVLWH RI ZKDW LV EHLQJ DWWHPSWHG DW )HURG\Q DQG 6PLWKILHOG
+RZHYHULWGHPRQVWUDWHVWKHSUHVVXUHRIDORZURDGDSSURDFKRQERWK
FRPSHWLQJ ILUPV DQG VXSSOLHU ILUPV DWWHPSWLQJ WR PDLQWDLQ FUHDWLYH
ZRUNV\VWHPV
&RQFOXVLRQV
7KURXJKRXW WKHVDQGV LQ WKH86DEXUHDXFUDWLF LQGXVWULDO
UHODWLRQVV\VWHPFDPHWRQDUURZO\GHILQHMREVDQGWKHVNLOOVUHTXLUHG
WRFRPSOHWHWKHP:RUNHUVZHUHSDLGWRSHUIRUPSUHFLVHIXQFWLRQVE\
URWHZKLOH D UXOHVERXQG VHW RI UHODWLRQVKLSV QHJDWHG WKH SRVVLELOLW\
IRUODERXUPDQDJHPHQWFROODERUDWLYHSUREOHPVROYLQJRQVKRSIORRUV
7KLV DSSURDFK ZDV LQFRPSDWLEOH ZLWK D VWUDWHJ\ RI LQQRYDWLRQ DQG
TXDOLW\ SURGXFWLRQ WKH HVVHQWLDO LQJUHGLHQWV RI ORQJWHUP SURGXFWLYH
V\VWHP YLDELOLW\ DQG KHQFH HPSOR\PHQW VHFXULW\ ,Q DQ HUD RI 86
HFRQRPLF GRPLQDQFH WKLV VW\OH GLG QRW GHWHU WKH JHQHUDWLRQ RI
VXEVWDQWLDO SURILWV IRU VWRFNKROGHUV DQG ZDJH LQFUHDVHV DQG MRE
VHFXULW\ IRU PDQ\ LQGXVWULDO ZRUNHUV +RZHYHU JOREDO FRPSHWLWLRQ

LQWHQVLILHG GXULQJ WKH V DQG TXLFNO\ H[SRVHG WKH IODZV LQ WKLV
PRGXVRSHUDQGL%\ WKH ODWHVPDQ\$PHULFDQPDQXIDFWXUHUV
ZHUHLQDQLQFUHDVLQJO\WURXEOHVRPHHFRQRPLFDQGILQDQFLDOSRVLWLRQ
UHIOHFWHG LQ ORZRSHUDWLQJ UDWHV ODUJH ILQDQFLDO ORVVHV EDQNUXSWFLHV
SODQWFORVXUHVDQGPDVVLYHHPSOR\PHQWUHGXFWLRQV(YHQWXDOO\PDQ\
HQWHUSULVHV†OLNH WKH ILUPV LQ RXU FDVH VWXGLHV†UHVWUXFWXUHG
SURGXFWLRQWRVXUYLYH$QLPSRUWDQWSDUWRIWKLVUHVWUXFWXULQJLQYROYHG
WKH ZRUN V\VWHP EHFDXVH RI LWV GLUHFW LPSDFW RQ SURGXFW TXDOLW\
FXVWRPHUUHVSRQVLYHQHVVDQGODERXUFRVW
6PLWKILHOG 7RRO )HURG\Q DQG*HQHUDO (OHFWULF SURYLGH H[DPSOHV RI
ILUPV LQ ZKLFK WKH ZRUN V\VWHP KDV ILJXUHG SURPLQHQWO\ LQ WKH
FRPSDQ\¶V EURDGHU VWUDWHJLF DSSURDFK ,Q HDFK LQVWDQFH WKH ZRUN
V\VWHP ZDV UHIDVKLRQHG WR DFFRPPRGDWH WKH UHTXLUHPHQWV RI
SURGXFWLRQWHFKQRORJLHVDQGLQFUHDVLQJO\FRPSHWLWLYHSURGXFWPDUNHW
FRQGLWLRQV $W 6PLWKILHOG DQG )HURG\Q HPSOR\HH LQYROYHPHQW ZDV
VHHQ WR EH DQ HIIHFWLYHPHDQV RI DFKLHYLQJ KLJK TXDOLW\ RXWSXW DQG
SURGXFWLRQHIILFLHQF\REMHFWLYHV7KLV JDYH ULVH WR WKH HVWDEOLVKPHQW
RIFUHDWLYHZRUNV\VWHPVLQERWKIDFLOLWLHVGHVSLWHDKLVWRULFDOOHJDF\
RI ULJLG MRE VWUXFWXUHV DQG DGYHUVDULDO ODERXUPDQDJHPHQW
UHODWLRQVKLSV 7KH 6PLWKILHOG ZRUN V\VWHP ZDV WUDQVIRUPHG ZKHQ
ZRUNHUVDQGPDQDJHUVUHFRJQL]HG WKDW WKHSODQW¶VYLDELOLW\GHSHQGHG
RQ LW ’HVSLWH LQLWLDO VNHSWLFLVP JRRG IDLWK EDUJDLQLQJ MRLQW






$W )HURG\Q WKH FUHDWLYH ZRUN V\VWHP ZDV FDUHIXOO\ GHVLJQHG DQG
LPSOHPHQWHG LQ WKH FRQWH[W RI D JUHHQILHOG SURGXFWLRQ IDFLOLW\ZLWK




DQG )HURG\Q¶V ORFDWLRQ DZD\ IURP /DQGLV¶V PDLQ SODQW PDGH LW
SRVVLEOH WR GLYRUFH IURP WUDGLWLRQ )HURG\Q¶V VWURQJ DQG FRPPLWWHG
WRSPDQDJHPHQWWKHQSURYLGHGWKHEXIIHUIURPERWKH[WHUQDOSUHVVXUHV
DQG SUHVVXUHV IURP ZLWKLQ WKH FRUSRUDWLRQ WKDW PLJKW WKUHDWHQ WKH
ZRUNV\VWHPDW)HURG\Q’HVSLWHWKHLUGLIIHUHQFHVDWERWK6PLWKILHOG
DQG )HURG\Q WKH QHZZRUN V\VWHP ZDV IRXQGHG RQ DQ LQVWLWXWLRQDO
IUDPHZRUN WKDW VXSSRUWHG WKH WUXVW DQG FRRSHUDWLRQ UHTXLUHG IRU LWV
VXFFHVV
$W6PLWKILHOGDQG)HURG\QWKHUHZDVDWXUQIRUWKHEHWWHUSURGXFWLRQ
ZLVH ZKHQ ZRUNHUV JRW LQYROYHG LQ WKH VKRS IORRU WUDQVIRUPDWLRQ
SURFHVV :RUNHUV ZHUH QRW EHLQJ GHVNLOOHG QRU ZHUH WKH\ EHLQJ
GLUHFWO\ WKUHDWHQHG ZLWK MRE ORVV 2Q WKH FRQWUDU\ LQYHVWPHQWV LQ
HGXFDWLRQ DQG WUDLQLQJ ZHUH PDGH HTXLSPHQW ZDV PDLQWDLQHG DQG
ZRUNHUVZHUH DVVLJQHG UHVSRQVLELOLW\ IRU WKH SURGXFWLRQ SURFHVV DQG
RXWSXW &RPSHQVDWLRQZDV OLQNHG WR WKH DFKLHYHPHQW RIPHDVXUDEOH
SHUIRUPDQFH JRDOV DQG HPSOR\PHQW VHFXULW\ ZDV SURYLGHG LQ
H[FKDQJHIRUZRUNHUFRPPLWPHQWWRWKHSURGXFWLRQDQGZRUNV\VWHP
7KHVHFKDQJHVLQFUHDVHGSURGXFWLRQIOH[LELOLW\DQGHIILFLHQF\KHOSHG




PDUNHW SUHVVXUHV LQ D FDSLWDOLVW LQVWLWXWLRQDO IUDPHZRUN WKDW GULYHV
ILUPV WR FRPSHWH RQ WKH EDVLV RI ORZ URDG VWUDWHJLHV FRPSHWLWLYH
SUHVVXUHVPDNHLWGLIILFXOWWRPDLQWDLQDFUHDWLYHZRUNV\VWHPRYHUWKH
ORQJ UXQ 6XFK ‡GHVWUXFWLYH·PDUNHW SUHVVXUHV FDQ RULJLQDWH LQ ERWK
SURGXFW PDUNHWV DQG ILQDQFLDO PDUNHWV ’HVWUXFWLYH SURGXFW PDUNHW
SUHVVXUHV FDQ RULJLQDWH LQ FRPSHWLWLYH UHODWLRQVKLSV ZLWK ORZ URDG
ILUPVDVZHOODVLQVXSSO\UHODWLRQVKLSVZLWKFXVWRPHUVZKRDUHHLWKHU
ORZURDGILUPVWKHPVHOYHVRULQFRPSHWLWLRQZLWKWKHP*(UHSUHVHQWV
D FODVVLF H[DPSOH RI WKLV G\QDPLF DFKLHYLQJ LWV FRVW REMHFWLYHV
WKURXJK FRHUFLRQ DQG FRQWURO RYHU WKHZRUN SURFHVV DQG E\ SXWWLQJ
WKH VTXHH]H RQ LWV VXSSOLHUV WR GHOLYHU ORZ FRVW ORZ SULFH LQSXWV

(YLGHQFHRIWKHWKUHDWRIWKLVDSSURDFKWRILUPVDWWHPSWLQJWRPDLQWDLQ
FUHDWLYHZRUNV\VWHPVFDQEH IRXQG LQ WKH LPSDFWRI*(¶V‡VXSSOLHU
PLJUDWLRQ· SURJUDPPH RQ LQGHSHQGHQWO\ RZQHG HQWHUSULVHV OLNH
$PHWHN
*( IRFXVHG RQ DFKLHYLQJ LWV SHUIRUPDQFH REMHFWLYHV WKURXJK
XQLODWHUDO FRQWURO RYHU WKH RUJDQL]DWLRQ RI ZRUN DQG SURGXFWLRQ
UHODWLRQVKLSV DQG WKH YHU\ UHDO WKUHDW RI SODQW FORVXUHV DQG OD\RIIV
VKRXOG LWV GHPDQGV QRW EH PHW E\ ODERXU )LUVW ZLWK LWV RZQ EOXH
FROODUZRUNIRUFHDQGQRZZLWKVXSSOLHUV*(GHVWUR\HGWKHIRXQGDWLRQ




VWHHO SURGXFHUV FRXSOHG ZLWK SUHVVXUH IURP FXVWRPHUV ZKR ZHUH
IRUFHG WR FRPSHWH RQ WKH EDVLV RI ORZ FRVW DQG ORZ SULFH PDGH LW
GLIILFXOW WR H[WUDFW D SUHPLXP IRU KLJK TXDOLW\ VWHHO SURGXFWV )RU D
WLPH)HURG\QZDVSURWHFWHGE\VWURQJSODQWPDQDJHPHQWDQRPLQDOO\
FRPPLWWHGFRUSRUDWHSDUHQWDQGFXVWRPHUVZKRZHUHZLOOLQJWRSD\D
UHDVRQDEOH SUHPLXP IRU H[FHSWLRQDOO\ KLJK TXDOLW\ SURGXFWV
+RZHYHU WKLV HYDSRUDWHGZLWK WKH UHWLUHPHQW RI WKH SODQW SUHVLGHQW
WKH WDNHRYHU RI /DQGLV E\ 0D[LPHWDO DQG WKH GXPSLQJ RI FKHDS
‡JRRGHQRXJK·TXDOLW\VWHHOLQWRWKH$PHULFDQPDUNHW)ROORZLQJWKH
0D[LPHWDO WDNHRYHU WKHHOLPLQDWLRQRIHPSOR\HHDXWKRULW\ LQPDQ\
DUHDVRISURGXFWLRQUHODWHGGHFLVLRQPDNLQJWKHUHPRYDORINH\SODQW
PDQDJHPHQWSHUVRQQHOZKRKDGEHHQOHDGHUVXQGHUWKHHDUOLHUUHJLPH
DQGGUDVWLF DQG LPPHGLDWH FRVWFXWWLQJ HIIRUWV VHYHUHO\ GDPDJHG WKH









DQG WKHLU ZRUN V\VWHPV (VSHFLDOO\ GXULQJ WKH V SUHVVXUHV RQ
SXEOLFO\ WUDGHG ILUPV WR PDLQWDLQ KLJK DQG DSSUHFLDWLQJ VKRUW UXQ
VKDUH YDOXHV KDYH EHHQ LQWHQVH UHVXOWLQJ LQ HIIRUWV WR FRQWLQXDOO\
UHGXFH FRVWV DQGRU WR H[SDQG PDUNHW VKDUH DQG JOREDO UHDFK
+RZHYHULQPDWXUHPDQXIDFWXULQJLQGXVWULHVSURGXFWLRQHIILFLHQFLHV
PD\QRWEHUHIOHFWHGLQVKDUHYDOXHSHUIRUPDQFHHVSHFLDOO\LQWKHIDFH
RI UHFHQW VSHFXODWLYH DFWLYLW\ UHODWLQJ WR ‡QHZ HFRQRP\· VWRFNV
6SHFXODWLRQ RQ WKHVH VWRFNV LV FXUUHQWO\ GUDZLQJ FDSLWDO DZD\ IURP
WKH VWRFNV RI WUDGLWLRQDOPDQXIDFWXULQJ ILUPV GHSUHVVLQJ WKHLU VKDUH
YDOXHV DQG PDNLQJ WKHVH ILUPV WDUJHWV IRU WDNHRYHU E\ JOREDO
FRUSRUDWLRQV LQWHQW RQ PDUNHW H[SDQVLRQ 7KLV KDV LQFUHDVHG WKH
YXOQHUDELOLW\ RI VXEVLGLDULHV LQ WKHVH ILUPV WR UHVXOWLQJ VKLIWV WRS
OHDGHUVKLS DQG PDQDJHPHQW SKLORVRSK\ DV ZHOO DV WR VWUDWHJLF
GHFLVLRQV RI QHZ RZQHUV WKDWPD\ QRW EH LQ WKH EHVW LQWHUHVW RI WKH
VXEVLGLDU\ )HURG\Q LV D JRRG H[DPSOH EHFDXVH GHVSLWH FRQWLQXDO
HIIRUWV WR LQWHUHVW:DOO 6WUHHW LQ/DQGLV¶V VWRFN WKURXJK LQIRUPDWLRQ
VKDULQJ DERXW )HURG\Q¶V XQLTXH ZRUN V\VWHP DQG SHUIRUPDQFH
DFKLHYHPHQWV DQG WKH OLQNLQJ RI WRS PDQDJHPHQW FRPSHQVDWLRQ WR
VKDUHYDOXHDSSUHFLDWLRQ/DQGLVZDVQHYHUDEOHWRJHQHUDWHWKHVKDUH
YDOXH DSSUHFLDWLRQ LWV VKDUHKROGHUV GHPDQGHG 0DQ\ WRS PDQDJHUV
FRQVHTXHQWO\ ORVW WKHLU MREV WKURXJKRXW WKH V DQG HYHQWXDOO\
XQGHU SUHVVXUH IURP D JURXS RI LQVWLWXWLRQDO LQYHVWRUV WKH WRS
PDQDJHPHQWWHDPVROGWKHFRPSDQ\WR0D[LPHWDODJOREDOORZURDG
ILUP0D[LPHWDO¶VFRVWFXWWLQJDSSURDFKKDVDOUHDG\GHVWUR\HGPDQ\
RI WKH NH\ EDVHV IRU )HURG\Q¶V FUHDWLYH ZRUN V\VWHP DQG DOWKRXJK
RXWSXW WDUJHWV FRQWLQXH WR EHPHW WKHUH KDV EHHQ D GHWHULRUDWLRQ LQ
SURGXFWTXDOLW\DQGHPSOR\HHPRUDOHWKDW WKUHDWHQVWRMHRSDUGL]H WKH
SODQW¶VORQJUXQSURGXFWLYHYLDELOLW\
7RJHWKHU 6PLWKILHOG )HURG\Q DQG*( GHPRQVWUDWH WKH FRQWULEXWLRQ
RIWKHZRUNV\VWHPWRSHUIRUPDQFHHIIHFWLYHQHVVDQGWKHGLIILFXOW\RI
PDLQWDLQLQJ FUHDWLYH ZRUN V\VWHPV LQ XQUHJXODWHG DQG GHVWUXFWLYH




KLJK URDG VWUDWHJ\ RI LQYHVWPHQWV LQ KXPDQ DQG SK\VLFDO DVVHWV
EHQHILWV ILUP SHUIRUPDQFH LW DOVR VWUHQJWKHQV PDFURHFRQRPLF
SURGXFWLYHFDSDELOLWLHVDQGOLYLQJVWDQGDUGV$ZDJHFXWWLQJVWUDWHJ\
RQWKHRWKHUKDQGFDQEHHPSOR\HGWRJHQHUDWHKLJKHUUHWXUQVWRWKH
ILUP KRZHYHU VKRXOG WKLV EH WKH GRPLQDQW VWUDWHJ\ HPSOR\HG E\ D
QDWLRQ¶V FRUSRUDWLRQV WKH IDLOXUH WR LQYHVW LQ PRUH HIILFLHQW




WKH FXPXODWLYH OHDUQLQJ SURFHVV LQVLGH WKH ILUP EDVHG RQ D UHDOLVWLF
H[SHFWDWLRQWKDWWKHLUMREVDUHVHFXUH)LUPVKDYHWRLQYHVWLQVNLOOVWR
FUHDWH DQ DWPRVSKHUHZKHUHZRUNHUV DUH DEOH WR SURYLGH WKHLU LQSXW
DQGPDQDJHUVPXVWEHFRPPLWWHGWRDVW\OHWKDWVROLFLWVDQGXVHVWKH
LQSXW ,QFUHDVHG VXSHUYLVLRQ D KHLJKWHQHG ZRUNSDFH DQG
HPSOR\PHQW LQVHFXULW\ DUH QRW OLNHO\ WR IRVWHU WKLV NLQG RI
HQYLURQPHQW ,Q WKH 6PLWKILHOG DQG )HURG\Q FDVHV LQQRYDWLYH
FDSDELOLWLHV GHSHQGHG RQ WKH LQWHJUDWLRQ RI IURQWOLQH ZRUNHUV LQWR
VRPHDVSHFWVRI WKHGHFLVLRQPDNLQJSURFHVV ,QERWKFDVHVZRUNHUV
ZHUHHGXFDWHG LQSUREOHPVROYLQJ WHFKQLTXHVDQGHQFRXUDJHG WRXVH
WKHVH VNLOOV WRFRQWLQXRXVO\ LPSURYHSODQW HIILFLHQFLHV NQRZLQJ WKDW
WKH\ ZRXOG VKDUH LQ DQ\ LQFUHDVHG SURILWV UHVXOWLQJ IURP WKHLU
LQYROYHPHQW7KLVVHUYHGWRVWUHQJWKHQQRWRQO\WKHILUP¶VSURGXFWLYH
FDSDELOLW\ EXW VHW LQWR PRWLRQ D YLUWXRXV F\FOH RI LQQRYDWLRQ
FRQWLQXRXV LPSURYHPHQW LPSURYHG ODERXU DQG OLYLQJ VWDQGDUGV DQG
PDFURHFRQRPLFJURZWK
$W *( WKH RSSRVLWH G\QDPLF ZDV VHW LQWR PRWLRQ DV *( SUHVVXUHG
ERWK LWV RZQZRUNIRUFH DQG WKRVH RI LWV VXSSOLHUV WR DFFHSW VWHDGLO\
GHWHULRUDWLQJ HPSOR\PHQW WHUPV DQG FRQGLWLRQV ZLWK GDPDJLQJ
HIIHFWVRQWKHEURDGHUSURGXFWLYHV\VWHP,QDQHIIRUW WRH[WHQGWKHLU
JOREDO UHDFKDQGDFKLHYH LQFRPSDUDEOH VKRS IORRUFRQWUROPDQDJHUV

KDYH VRXJKW WR FDSLWDOL]H RQ WZR FRQIOLFWLQJ SUHGLOHFWLRQV DPRQJ
ZRUNHUVWKHILUVWLVWKHGHHSVHDWHGIHDURIWKHORVVRIDRQH¶VMREWKH
VHFRQG LV WKH GHVLUH WR FRQWULEXWH RQH¶V NQRZOHGJH DQG VNLOOV LQ WKH
ZRUNHQYLURQPHQW+RZHYHUDV&RZLHQRWHV LQKLVVWXG\RI5&$
‡7KH ZLHOGHUV RI FDSLWDO KDYH IDU JUHDWHU DELOLW\ WKDQ ZRUNHUV WR
WUDQVFHQGDQGXVHVSDFH0DQDJHPHQWLVDEOHWRPDQLSXODWHGLVWDQFH
WR IUDJPHQW ODERU¶V FROOHFWLYHSRZHU DQG WKH FRXQWOHVVYDULDWLRQV LQ
WKH HFRQRPLF WRSRJUDSK\ RIIHU XQOLPLWHG WHUUDLQ IRU FRUSRUDWLRQV WR
VHHN RXW OHVV FRVWO\ ODERU RU OHVV DJJUHVVLYH ZRUNLQJFODVV
FRPPXQLWLHV·-DFN:HOFK¶VEDUJHPHWDSKRUFRPHVWRPLQGKHUHDV
GRHV%RHLQJ&(23KLOLS&RQGXLW¶V UHPDUN LQD LQWHUYLHZZLWK
WKHHGLWRUVRIWKH)LQDQFLDO7LPHVLQZKLFKKHQRWHGWKDWKHZRXOGEH
‡KDSS\ LI LQ WZHQW\ \HDUV SHRSOH GLGQ¶W WKLQN RI %RHLQJ DV DQ
$PHULFDQFRPSDQ\DWDOO·
$EVHQW D FRQVLVWHQW FRQFHUWHG DQG FROOHFWLYH LQWHUQDWLRQDO ODERXU
YRLFH DQG JOREDO SURGXFWLRQ JLDQWV OLNH WKH *( 0D[LPHWDO DQG
6PLWKILHOG¶V JOREDO SDUHQW KDYH WKH DELOLW\ WR H[HUFLVH VLJQLILFDQW
EDUJDLQLQJ OHYHUDJH RYHU WKHLU ZRUOGZLGH ZRUNIRUFH DV ZHOO DV WKH
SRZHUWRZRUVHQZDJHVDQGZRUNLQJFRQGLWLRQVIRUJURZLQJQXPEHUV
RIPDQXIDFWXULQJ ZRUNHUV 7KH TXHVWLRQ LV ZKHWKHU DQG KRZ WKH\
FKRRVH WR H[HUFLVH WKDW SRZHU DQG ZKDW IRUP RI UHJXODWLRQ PLJKW
SUHYHQW WKH VRUW RI JOREDO UDFH WR WKH ERWWRP RI WKH QDWXUH RI *(¶V
VWUDWHJLF DSSURDFK $W WKH HQG RI WKH GD\ D VLPSOH WUXWK UHPDLQV
UHJDUGOHVVRI WKH OHYHORI WUXVWEHWZHHQ ORFDOPDQDJHUVDQGZRUNHUV
VKRXOG WKHUH EH D VXEVWDQWLDO OHVVHQLQJ RI GHPDQG IRU WKH SURGXFWV
EHLQJ SURGXFHG RU VRPH VRUW RI ‡LURQ ODZ RI GLPLQLVKLQJ
LPSURYHPHQWJDLQV·WKDWEORFNVWKHDELOLW\WRUHGXFHFRVWVLWLVOLNHO\
WKDWWKHIDFWRU\ZLOOFORVH,QWULQVLFWRVXFFHVVDWSODQWVOLNH6PLWKILHOG
DQG )HURG\Q LV D SHUSHWXDWLRQ RI SURGXFWLRQ DQG RUJDQL]DWLRQDO
LPSURYHPHQWV WKDW FRQWULEXWH WR H[FHSWLRQDO ILUP SHUIRUPDQFH
+RZHYHUDVWKHFDVHVLQRXUVWXG\VKRZWKLVEHFRPHVGLIILFXOWLQDQ




URDG ILUPV OLNH *( FDQ VXFFHHG DQG JURZ DW WKH H[SHQVH RI WKHLU
ZRUNHUV FRPSHWLWRUV VXSSOLHUV DQG KRVW HFRQRPLHV LQ WKH 86 DQG




 .DW]  $SSHOEDXP DQG %DWW  +XVHOLG 
,FKQLRZVNL .RFKDQ /HYLQH 2OVRQ DQG 6WUDXV 
OFKQLRZVNL6KDZDQG3UHQQXVKL%ODFNDQG/\QFK
3IHIIHU  %DNHU  )RU D GLVFXVVLRQ RI &DQDGD VHH
*XQGHUVRQDQG6KDUSH
















 0HUJHUV DQG DFTXLVLWLRQV YHU\ RIWHQ QHJDWH SURJUHVV LQ WKH















 6KDLNHQ  %OXHVWRQH DQG +DUULVRQ  8QLWHG 1DWLRQV
 .RFKDQ /DQVEXU\ DQG 0DF’XIILH  .RKOHU DQG
:RRGZDUG0HUHGLWK
 $PRQJ WKH )RUWXQH ¶V ODUJHVWPDQXIDFWXUHUV HPSOR\PHQW
GURSSHG WR  PLOOLRQ IURP  PLOOLRQ EHWZHHQ  DQG
 *HQHUDO 0RWRUV )RUG %RHLQJ DQG *HQHUDO (OHFWULF
FROOHFWLYHO\ HOLPLQDWHG  MREV IURP  DQG  %\
DERXWWKUHHTXDUWHUVRIDOOHPSOR\HG$PHULFDQVZRUNHGLQ
VHUYLFH LQGXVWULHV XS IURP WZRWKLUGV LQ  *LDQW UHWDLOHU




0RWRUV EXW ZKDW LV JRRG IRU 6DP:DOWRQ DQG:DO0DUW $W
FHQWXU\¶V HQG *HQHUDO (OHFWULF JHQHUDWHV PRUH WKDQ KDOI LWV
UHYHQXHV IURP ILQDQFLDO DQG RWKHU EXVLQHVV VHUYLFHV ZKLOH
SKDUPDFHXWLFDO FRPSDQLHV PDNLQJ SDLQNLOOLQJ GUXJV XOFHU
PHGLFDWLRQVDQGDQWLGHSUHVVDQWVFRPSULVHIRXURIWKHWHQODUJHVW
FRUSRUDWLRQV LQ WKH 86 &DSSHOOL HW DO  S  S 










 6PLWKILHOG LV QRW WKH ILUP¶V UHDO QDPH ,W ZDV FKDQJHG DW WKH
UHTXHVW RI PDQDJHPHQW 7KH FDVH VWXG\ EHQHILWHG IURP
QXPHURXVLQWHUYLHZVZLWKZRUNHUVDQGPDQDJHUVDWWKHIDFLOLWLHV
LQDQG,DOVRVSHQWDJRRGGHDORIWLPHREVHUYLQJWKH





ODWH V DQG V WKDW FRVW WKH UHJLRQ WKRXVDQGV RI ZHOO
SD\LQJ VNLOOHG MREV 7KH\ ZHUH HDFK SODJXHG E\ WKH VDPH
RUJDQL]DWLRQDO IDLOXUHV DV 6PLWKILHOG EXW QRQH DWWHPSWHG WR
UHRUJDQL]H IRU VXUYLYDO DV 6PLWKILHOG KDV )RUUDQW IRUWKFRPLQJ
E
 7KURXJKRXWWKH6HFRQG:RUOG:DU67¶VHPSOR\PHQWDYHUDJHG




ZRRGHQ FDUULDJHV $IWHU  WKH FRPSDQ\ EHJDQ WR IRUJH
ELF\FOH IUDPHV DQG IRUJH DQG SHUIRUP VHFRQGDU\ PDFKLQLQJ
RSHUDWLRQV RQ D YDULHW\ RI KDQG WRROV DQG DXWRPRWLYH SDUWV
+HQU\)RUG¶VEXUJHRQLQJ5LYHU5RXJH0RGHO7SODQWZDVRQH
RI6PLWKILHOG¶VWRSFXVWRPHUV)RUUDQWIRUWKFRPLQJD
 8QLRQV PHPEHUV DUH WKH SUHVLGHQW YLFHSUHVLGHQW UHFRUGLQJ
VHFUHWDU\ DQG FKLHI VWHZDUG FRPSDQ\ UHSUHVHQWDWLYHV DUH WKH
GLUHFWRU RI RSHUDWLRQV WKH KXPDQ UHVRXUFHVPDQDJHU DQG WZR
RSHUDWLRQVPDQDJHUV
 ,Q WKH WZRZHHNSHULRG WKDW ,REVHUYHG WKHSODQWRQH WHDPKDG
FRPH XS ZLWK IRXUWHHQ LVVXHV WKDW EHFDPH WKH EDVLV IRU WHDP
PHHWLQJV
 0DQ\RI WKHVH DUH DLPHG VSHFLILFDOO\ DW LPSURYLQJ WKH IORZRI
SURGXFWLRQ LQ WKH SODQW 6PLWKILHOG¶V RSHUDWLQJ SKLORVRSK\ LV
EDVHG RQ WKH QRWLRQ RI ‡RQH SLHFH IORZ· 3DUWV DUH QR ORQJHU
PDFKLQHGDQGSODFHGLQLQYHQWRU\LQVWHDGFRPSOHWHGSDUWVPRYH
IURPRSHUDWLRQ WRRSHUDWLRQ LQ WKHVPDOOHVWTXDQWLW\SRVVLEOH WR
VDWLVI\ D SDUWLFXODU FXVWRPHU RUGHU +RXUO\ DQG VDODULHG
HPSOR\HHVDUHUHVSRQVLEOHIRUNHHSLQJRUGHUO\WKLQJVOLNHWRROV

IL[WXUHV IXUQLWXUH DQG EUHDN DUHDV DQG WKHUH LV D V\VWHPDWLF







WR EH D SUREOHP ,Q WKH ROG V\VWHP WKLV ZDV DQ HPSRZHULQJ
SODFHWRZRUN<RXZHUHJODGWREHKHUHDQGWRZRUNKDUG1RZ
SHRSOH DUH IHHOLQJ EXUQHG RXW WLUHG RYHUZRUNHG DQG
HPRWLRQDOO\GUDLQHG·
 $FFRUGLQJWRWKHORFDOXQLRQSUHVLGHQWZKHUHDVIHZHUWKDQILYH






















 1HZHFRQRP\VWRFNVDUH WKRVHRIFRPSDQLHVRSHUDWLQJ LQKLJK
WHFKQRORJ\LQGXVWULHVVXFKDVWKH,QWHUQHWHOHFWURQLFFRPPHUFH
FRPSXWHU KDUGZDUH DQG VRIWZDUH DQG VDWHOOLWH DQG
WHOHFRPPXQLFDWLRQV 0DQ\ RI WKHVH FRPSDQLHV DUH UHDOL]LQJ
KLJKVKDUHYDOXHVDQGHQRUPRXVVKDUHSULFHDSSUHFLDWLRQGHVSLWH
WKHIDFWWKDWWKH\PD\QRW\HWEHSURGXFLQJDQ\WKLQJIRUPDUNHW
7KLV LV EHFDXVH RI VSHFXODWLRQ DERXW WKH IXWXUH YDOXH RI WKHLU
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